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Mr. Cannon. 


( We have with us Mr. Charles E, Wilson, 
of the Office of Defense Mobilization. 


Director 


We take up this morning the budget estimate for additional funds 
for the executive agencies under the Defense Production Act of 1950 


contained in House Document 69. 


ment the details will be presented by the various agencies. 
We will insert in the record at this point a summary of the allocation 
of the original appropriation of $30,000,000 and the proposed appro- 


priation of $51,000,000. 


As indicated in the budget docu- 


Expenses of defense production, Executive Office of the President, 1951 











FUNDS AVAILABLE FOR OBLIGATION 


Appropriation or estimate 


OBLIGATIONS BY ACTIVITIES 


Council of Economic Advisers. --.........---------- 
Defense Production Administration__...__...-_--- 
Defense Transport Administration -___-___-_- 
Department of Agriculture 
Department of Commerce. --_-------- 


Department of the Interior_____--...-- RN RE ie EE 


Department of Justice 
Department of Labor-_--.-.--- 
Economic Stabilization Agency 
Federal Security Agency. 
General Services Administration - 
Housing and Home Finance sencilla 
Contingencies 


SALLE SET LE TOTTI OEE 


| 














Poti — | Additional 
ee ah ten | | 1951 estimate — 
ey 2a} 7.9 
| 
Bs 3 
| 
_ $30, 000, 000 | $81, 000, 000 $51, 000, 000 
16, 000 vO as 
550, 000 1, 500, 000 950, 000 
425, 000 975, 000 550, 000 
4, 325, 000 5, 810, 000 1, 485, 000 
7, 200, 000 17, 070, 000 9, 870, 000 
1, 790, 000 3, 590, 000 1, 800, 000 
14, 000 149, 000 135, 000 
573, 000 1, 303, 000 730, 000 
9,000,000 |. 38,000, 000 29, 000, 000 
25, 000 1, 093, 000 1, 068, 000 
4, 400, 000 9, 500, 000 5, 100, 000 
226, 500 538, 500 312, 000 
1, 455, 500 ee ae 
30, 000,000 | 81, 000, 000 51, 000, 000 
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Expenses of defense production, Executive Office of the President, 1951—Con. 
CONSOLIDATED SUMMARY OF OBLIGATIONS BY OBJECTS 
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E mx to | Fiscal year | requirements 
| 1951 1951 to complete 
| year 
Total number of permanent positions____.__.___-_.____- al } 14, 262 29, 099 14, 837 
Full-time equivalent of all other positions_............_._____- 134.1 200. 6 66.5 
Average number of all employees--.--_..........-.-.....--.___- | 2, 255. 6 7,930.4 5, 674.8 
01 Personal services: 
Permanent positions.._...............--. (edad Rueda ce | $9,297,017 | $36, 641, 566 $27, 344, 549 
Part-time and temporary positions......._._......____} 412, 566 738, 366 325, 800 
Payment above basic rates oe aks Geka eee ee 315, 394 1, 927, 738 1, 612, 344 
ane See 10, 024, 977 39, 307, 670 29, 282, 693 
02 Travel___- Te. EA Oe EET sk 992, 822 3, 471, 483 2, 478, 661 
03 Transportation of things_ ae 37, 637 58, 081 120, 444 
04 Communication services__._._.___- 378, 845 1, 390, 179 1, 011, 334 
ee ee nn nee webawneedsdnce= 60, 813 182, 225 121, 412 
06 Printing and reproduction - 1, 000, 945 3, 550, 051 2, 549, 106 
07 Other contractual services. 3, 557, 524 4, 595, 839 1, 038, 315 
Services performed by other agencies 6, 281, 438 13, 880, 274 7, 598, 836 
08 Supplies and materials_. SR SEES ST AON Se 573, 866 1, 628, 028 1, 054, 162 
09 Equipment. - 5, 613, 351 10, 268, 028 4, 654, 677 
11 Grants, subsidies, and contributions. a Cea hE AR Ee. 1, 000, 000 1, 000, 000 
15 Taxes and assessments....._________. eat Se TS ee .| 22, 282 112, 642 90, 360 
I ed inueitdnekdrodhciiicw~wndecanseundungiicensal | 1, 455, 500 8 fee ~ 
Total obligations_......._..-...--- Ln chok seandacetacced 30,000,000 | 81, 000, 000 51, 000, 000 





Defense production activities, 1951 employment 























: ' Estimated staff (Mar, | Estimated staff (June 
Current employment 31, 1951) 30, 1951 
Department or agency | |} 
| } 
Depart-| Field | Total Depart Field | Total |Pepart-) Field | Total 
Dacicigihita a; amc ROMMEL Omen Tekananes atte : rae seeier |—-—— 
Council of Economic Ad- | 
*  “elgetaip none hie eels 5 Wats 10 10 |. 10 
Defense Production Ad- | | 
ministration - - ---  » See | 285 yf ee 300 : ee 400 
Defense Transport Admin- | 
istration. | a 101 143 143 190 j..... } 159 
Department ‘of Agric ulture 515 62 577 550 | 82 632 649 | 88 | 737 
Department of Commerce__| 1, 321 511 1, 832 2, 687 1,070 3, 757 6,115 | 1,800 ae 915 
Department of Interior - _ - 380 12 392 484 34 518 666 | 88 7 
RPT SOD, conto coscaliccccqonnt comune 33 33 33 | 60 93 
Department of Labor--____- 78 189 267 235 379 614 235 | 379 614 
Economic Stabilization 
Agency -| 1,049 1, 495 2, 544 2,079 6, 063 8, 142 3, 266 | 15,000 18, 266 
Federal Security Agency. A SEES EES 25 20 45 25 45 
General Services Admin- 
istration ____-.-- 41 16 57 45 16 61 64 16 80 
Housing and Home Fins ince 
EE a CS 1 Rare 7 26 |-------- 26 
Total employment..._| 3,776 | 2,285 | 6,061 | 6,598 | 7,664 | 14,262] 11,648 i 17, 451 | 29, 099 


























Mr. Cannon. We will have an over-all statement by Mr. Ww aon:i in 
the way of a preliminary, but before we go into that, however, it 
should be pointed out that funds for expansion are provided from sev- 


eral other sources. 


For example, scattered all through the Army 


there are funds for this purpose aggregating something like a billion 


dollars. 
under General Services, and under RFC. 


There are also funds of this character under stockpiling, 


o 
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So I suggest, gentlemen, if there is no objection, that we imme- 
diately this morning direct an investigation by our staff with a view 
to aggregate all those items, bringing them together, and finding what 
relation there is between them and how they are being integrated. 

We will be glad to have a general statement from you now, Mr. 
Wilson. 


GENERAL STATEMENT 


Mr. Wizson. Mr. Chairman and members of the committee, at the 
request of the President I am appearing before you today to make a 
brief explanation of the need for additional funds to carry on the 
functions, duties, and activities of the executive agencies under the 
Defense Production Act of 1950. 

I am sure, Mr. Chairman, that you and your colleagues grasp the 
extreme urgency of the crisis which grips this Nation. From the very 
nature of your duties on this committee, you have a unique opportunity 
to see and appraise the entire defense mobilization program of the 
Government. I wish that every citizen could have the same oppor- 
tunity, because it is a very difficult thing to try to explain the Govern- 
ment’s objectives and what we are trying to do here in Washington. 
The program is so complex that the average citizen hears of it either 
in terms of some dramatic but isolated action which affects his cost 
of living, his business, or his prospects for replacing his car or building 
a home; or, unfortunately, in terms of a sensational press story re- 
garding the Government’s troubles, real or imagined, with some par- 
ticular economic group. These things give the citizen a badly dis- 
torted view of the whole mobilization effort and prevent him from 
perceiving the steady forward progress we are making toward 
strengthening our defense preparations. 

Mr. Chairman, I should like to outline briefly the kind of problems 
we are facing and explain the way we are dealing with them. 

As this committee knows, the armed services have available for 
obligation in the current fiscal year 31.8 billions of dollars for pro- 
curement and construction. The President has indicated that a 
further increase in funds will be requested in the near future. These 
figures add up to a staggering burden on the taxpayers, and the least 
that we can do is to take steps to provide a sound basis of procurement 
policy which will result in producing the defense supplies in the short- 
est possible time without doing injury to the basic structure of our 
economy, and without waste of manpower, materials, or money. To 
do so much in so short a time will call for the very best we have from 
management and labor and consumer alike. 

If we are to produce, in the next 2 or 3 years, an extra $50 billions 
for defense, we will have to tool up our industrial plant beyond its 
present capacity. The Congress has granted the President authority 
to permit accelerated depreciation for tax purposes in cases where pri- 
vate industry is willing to proceed with its own capital to furnish 
national-defense facilities. This authority must be utilized selectively 
and strategically where it will do the most good. In addition, the 
Defense Production Act permits direct loans and loan guaranties as 
well as other aids for the purpose of expanding industrial capacity 
and supply. In the case of both tax amortization and business-expan- 
sion loan applications, the Defense Production Administration is fur- 
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nishing a central review in order to protect the public interest, and I 
am giving particular attention to this whole area of Government 
assistance for industrial expansion in order to be certain that it is very 
carefully coordinated. As the Defense Production Act now stands, 
we are limited to $600 millions of outstanding borrowing authority 
for assisting private financing of industrial expansion and supply, but 
there is authorized to be appropriated up to $1.4 billions of additional 
money for these purposes. The President is requesting that 1 billion 
dollars of this additional authorization be made available immediately 
in the form of increased borrowing authority, and I have asked the 
Defense Production Administrator to furnish you with additional 
justification for this request. I should like to add that this job of 
industrial-plant expansion for national-defense purposes is being 
undertaken by private industry with such assistance from the Govern- 
ment as is necessary and proper, and that the alternative to privately 
owned facilities expansion can only be a program of direct plant con- 
struction and ownership by the Government under the duress of the 
great peril in which we find ourselves. 

The great strength of this country lies, I firmly believe, in its demon- 
strated ability to steadily increase its productivity. We came out of 
the late war with an economy in high gear, and to the surprise of many 
we have succeeded in maintaining and augmenting our industrial out- 
put so that today we find our industrial capacity doubled since 1939 
and with a working force of over 60,000,000 civilians. I have said 
elsewhere that we can look forward to “Capacity unlimited” if we 
maintain our rate of progress. Our posture is excellent for both a 
long period of peace or for war, if it should be forced upon us. 

The job in which we are now engaged is one of converting this tre- 
mendous productivity to the task of turning out the supplies needed 
immediately for our defense, while at the same time preserving and 
expanding our basic economic strength. With our plants running at 
or near capacity and our labor force almost completely utilized, the job 
of conversion to a defense effort is a delicate one. While we must not 
lose time, neither must we disrupt the efficiency of our industrial 
machine. The job must be done through controls properly timed and 
effectively applied and observed. 

Since the President proclaimed a state of national emergency on 
December 16, vigorous actions have been taken to speed the Nation’s 
preparedness. Defense appropriations have been augmented. The 
procurement program is gaining momentum daily. In the month of 
January 1951 alone, the Department of Defense placed contracts of 
approximately $5.7 billions. The size of the Armed Forces is in- 
creasing rapidly. The North Atlantic Treaty Organization is taking 
shape under the leadership of General Eisenhower. Sharp curtail- 
ments have been ordered on nonessential consumption of critical in- 
dustrial materials, and in the very near future we shall be in a posi- 
tion to reestablish a controlled-materials plan similar to that which 
operated successfully under the War Production Board. Programs 
are being formulated rapidly for the conservation and expansion of 
our supplies of petroleum, power, food, and other essential resources. 
Price and wage controls are being instituted as rapidly as policies 
‘an be worked out and the necessary administrative organizations 
created to enforce them, to aid in the stabilization of our economy dur- 
ing this period of strain and adjustment. Industrial capacity is be- 
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ing expanded where necessary. Programs for the utilization and ex- 
pansion of the labor force are being formulated. Our transportation 
system is being strengthened and mobilized to carry essential traffic. 

These programs are, for the most part, being formulated and ad- 
ministered through the regular agencies of the Government. The 
outstanding exception is the Economic Stabilization Agency, which 
because of its size and the requirements of law is a new and separate 
organization. My own office, the Office of Defense Mobilization, has 
been established by Executive order to guide, supervise, and coordi- 
nate the whole effort, and the Defense Production Administration has 
been similarly created to carry on the central requirements and pro- 
curement policy functions relating to the production program. At 
the same time, important defense responsibilities under the Defense 
Production Act have been assigned to the Departments of Commerce, 
Agriculture, Interior, Labor, and Justice, and to the Defense Trans- 
port Administration, the Housing and Home Finance Agency, the 
Federal Security Agency, and the General Services Administration. 
We have available here today a number of copies of a chart showing 
the general structure of the defense mobilization organization, and 
we shall be glad to explain it to you if you so desire. 

To initiate these activities, the Congress made available last Septem- 
ber the sum of $30 million. Iam informed that these funds have now 
been almost wholly committed, and that in order to continue and 
expand these vital programs an additional sum of $51 million will be 
required for the last 3 months of this fiscal year. You will observe 
that we are asking for a renewal of the lump-sum appropriation to 
the President to complete the financing of these programs for the rest 
of this fiscal year, since the activities and organization are still too 
fluid to make it possible to identify with complete accuracy the specific 
requirements which will develop in the months ahead. 

Mr. Chairman and members of the committee, I shall ask that you 
address any questions you may have regarding the requirements of the 
respective departments and agencies to their spokesmen, who are 
present or readily available, and who are more familiar with the 
details of the estimates. Of course, I shall be glad to try to answer any 
general questions you may have concerning the defense-mobilization 
program as a whole, or as to my responsibilities toward it. 

‘Thank you for your courtesy. 

Mr. Cannon. That is a rather heartening statement, Mr. Wilson. 
We face a serious situation, as you indicate there; but, according to 
your report, we have ample resources if properly utilized and we are 
making progress in that direction at this time. 

Mr. Wixson. I think so, sir. 

Mr. Cannon. In compliance with your suggestion, we will discuss 
with you general over-all policies and leave the details to members of 
your staff to come later. 

Mr. Witson. Thank you, sir. 


INCREASE Over OriGINALLy ANTICIPATED Bupcer Request 
Mr. Cannon. There is one feature of this estimate that impresses 


me; that is that very early we are evidently requiring a readjustment 
of our original plans. In the budget as it came down to us It was 
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indicated that a supplemental request would subsequently be made for 
$10 million, and here we are confronted with a request for $51 million 
and some additional authorizations. 

What has developed, or arisen in the meantime, Mr. Wilson, that has 
required this heavy increase in the amount being requested over what 
you anticipated in January when the budget was submitted to us? 

Mr. Wixson. For defense mobilization specifically, Mr. Chairman ? 

Mr. Cannon. Yes; for your work. 

Mr. Wiison, Let me be sure I understand what you mean. 

Mr. Cannon. The original budget that came down to us in the 
beginning indicated that you would ask us for $10 million. Instead, 
you are asking for $51 million. 

Mr. Wirson. I see what you mean, sir. 

Mr. Cannon. You are asking just five times as much as we an- 
ticipated. 

Mr. Witson. The one very, very large item that I do not think we 
could have foreseen is the cost of ESA, because it has been found 
necessary when price control went into effect to institute a very large 
organization to follow that job up regionally as well as here at the 
headquarters in Washington. In all probability, the ESA organiza- 
tion alone will have an over-all cost of something like $30 million. 
So, you see, the original 10 million for the organizations that were 
working and in operation in January was just far less than we could 
hope to operate with in view of the size of the organization that was 
then contemplated as necessary and now known to have to be very 
greatly expanded to carry on this tremendous job with respect to 
price control. 

Secondly, we have instituted the Defense Production Administra- 
tion for the tremendous production job that so obviously lies ahead 
of us, and the cost of that alone is $10 million. In spite of the fact 
that we have very carefully and purposely used all of the regular 
agencies of the Gecicamiant-abiedt Commerce, Agriculture, and so 
forth—nevertheless the cost of DPA is approximately $10 million. 
That, together with the $30 million for ESA almost explains the 
necessity for the additional amount. 

Mr. Cannon. We will go into that in detail a little later on. In 
the meantime, this item will disappear in the 1952 budget, as I under- 
stand it, and will be embraced under the heading of “Economic stabili- 
zation and allocation,” for which you indicate you will ask for $300 
million. 

Will this same discrepancy that prompts an increase from $10 
million to $51 million also affect the $300 million for which you expect 
to ask later on? 

Mr. Wiison. You mean in asking for the 1952 budget ? 

Mr. Cannon. Yes. In the 1952 budget, this will be wiped out. 
You say you have asked for $300,000,000. Will that also be increased 
proportionately as you have increased the contemplated $10,000,000 
that was originally requested, or do you think you can get along with 
the $300,000,000 ? 

Mr. Writson. I think we now know very much better what we need. 
We did not a few months ago. Since then we had these organizations 
begineoperations and got some idea of what it was going to cost and 
what the magnitude of their job was. 
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POSSIBILITY OF CURTAILMENT OF REGULAR FUNCTIONS OF NONDEFENSE 
AGENCIES 


Mr. Cannon. There are in this connection a number of nondefense 
agencies that are building up indirectly, and it occurs to us that pos- 
bly some of those nondefense agencies might to some extent curtail 
their regular functions, and it might be better if we would let them 
come in now and ask for the funds they need directly instead of in this 
indirect manner that they are being provided in this budget. 

Do you think any of those nondefense agencies which are to be pro- 
vided for could, during this emergency, curtail some of their regular 
functions? 

Mr. Wuson. I am afraid I could not answer that intelligently, Mr. 
Chairman. We are calling on some of the so-called nondefense agen- 
cies for extra effort on their part to help in certain directions. 

Mr. Cannon. And you are also providing funds for that purpose 
out of your funds? 

Mr. Wutson. Yes, sir. 

Mr. Cannon. Do you think that is to be preferred to having them 
come in here directly and asking for the amounts they will need ? 

Mr. Wuson. I do not think I could answer that question intelli- 
gently, Mr. Chairman. I do not know very much about this budget 
business. 

Mr. Cannon. You have never discussed with them the possibility of 
curtailing their regular work ? 

Mr. Witson. No, sir; I have not. <All we have done is to ask them 
to help us with jobs that have to be done almost tomorrow, and they 
have been very cooperative and helpful and have undertaken them for 
us. 

You see, I have been on the job for only a little over 2 months, and 
this job of organizing the mobilization effort with its many, many 
ramih ‘ations has been a pretty good 2 months’ job. 

Mr. Cannon. It is a tremendous job, Mr. Wilson. I do not think 
a better man could possibly have been selected for it. But when you 
come to correct your remarks, if you care to elaborate by indicating 
whether or not there could be any reduction of the functions of those 
agencies, I would be glad to have you do so. 

Mr. Wirson. I will be glad to undertake that if it were possible; 
however, I think it is a matter you should take up with each agency, 
since I understand the budget has been prepared on that basis. 


ALLOCATION OF ESTIMATED REQUIREMENTS 


Mr. Cannon. In the original appropriation you have $30,000,000. 
You say you will probably exhaust that this month. 

Mr. Wiison. Yes, sir. I understand that over $29,000,000 of it is 
practically specified now. 

Mr. Cannon. How would you apply the $30,000,000? You might 
include a statement in your remarks later on as to the application of 
this $30,000,000, but can you tell us now how much will be added to 
these allocations out of this $51,000,000, if this $51,000,000 is allowed? 

Mr. Wirson. There is $30,000,000 for ESA and $10,000,000 for DPA 
and NPA. That is for the work that we are directly requesting them 
todo. There is $5,000,000 for GSA, which is largely, I believe, for the 





8 


space they have to hire to house all of these organizations that are 
growing so fast. And there is about $6,000,000 to other agencies 
for their efforts. That is $51,000,000. 

Mr. Cannon. Now taking up the matter of the provisions for this 
purpose in other appropriations, such as the Army, the General Serv- 
ices Administration, the RFC, and the stockpiling, are you in a posi- 
tion at this time to give us any general over-all estimate as to the 


amounts provided for them and which they will spend for special’ 


production ? 
Mr. Wirson. No, sir; I do not have that information. 


PROGRESS IN PROGRAM TO DATE 


Mr. Cannon. Just what is our position now, Mr. Wilson? Just 
how does our position differ from what it was at the time the Presi- 
dent’s message was delivered in July 1950? Analyze, if you will, the 
difference in the situation today and then. 

Mr. Wirson. In July 1950, when the Defense Production Act was 
passed ? 

Mr. Cannon. When the President’s message on the emergency situa- 
tion came down and as a result we provided the necessary legislation. 
What was our strength at that time, what was our capacity, and what 
is it today? What is the difference in the two situations? 

Mr. Wirson. I think I had better confine myself, with your per- 
mission, Mr. Chairman, to the progress that has been made since 
December, when he issued his statement declaring a state of emer- 
gency. I do not know that I could go back to September with figures 
for you. 

Mr. Cannon. That was quite a lapse of time in there. There was 
quite a change between July and December. 

Mr. Wiison. Oh, yes. There was a considerable amount of plan- 
ning done, and there were orders issued for expansion of plants and 
so on. 

EXPANSION OF PLANTS 


Mr. Cannon. Right there, when were the first orders issued for 
expansion of plants? 

Mr. Wiutson. I do not think I have the date, but it went back well 
into the latter part of last year. Mr. Harrison, who at that time 
headed up NPA, I think could give you more specific figures on the 
volume of plant expansion in the latter part of the year. 

Mr. Cannon. We will take that up with Mr. Harrison later. 

What change, if any, has there been in your directions issued for 
plant expansion and for the requirements which we are supposed to 
meet ? 

Mr. Wirson. I think there is no great change in it except possibly 
two changes. One is as to our policy with respect to amortization 
and, second, we have very, very carefully reviewed any requests for 
expanded plant facilities in the light of the, shall I say, calculated 
risks we determined to take in connection with the over-all produc- 
tion plan which we decided on very early in this year. 

Very early in the year we determined that we could adopt a policy 
of superimposing on the normal economy approximately $50 billion 
a year for defense matériel, let us say, for 1951, 1952, and 1953, mak- 
ing obviously necessary reductions in the civilian requirements in 
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view of our shortage of certain fundamental materials such as steel, 
aluminum, tin, and some other things. We figured we might have to 
bring down the normal civilian production only about $25 billion and 
then, on that economy, superimpose this $50 billion a year for defense 
matériel and that we would come out at the end of this year with a 
very good stock of weapons and other things we need for fighting 
the war in Korea or elsewhere. We would also have the material we 
needed for the training of our greatly increased Army, Navy, and 
Air Force. Then, in 1952, if we can produce some $50 billion of war 
matériel in that year we would, we believe, be strong enough to con- 
duct a greatly enlarged war, if that comes, God forbid. 

If we can get through 1952 without a war, we would be in a very 
good shape, in my judgment. Then, in 1953, if we could continue this 
plan of approximately $150 billion of defense matériel over 3 years, 
we would have a stockpile of weapons and everything we need in the 
event of an all-out war. 

Of course, in the $50,000,000,000 there is included—and this is really 
the point I would like to make to you—the expanded plant that we 
need not only to produce the $150,000,000,000 of defense matériel in 
3 years but to produce the raw materials that are now in short supply. 
That expansion will enable us to increase civilian production some- 
time toward the end of that period of steel, aluminum, and other 
things, so that we would wind up with a very strong economy and, 
at the same time, be in a very strong position to fight a war if that 
war came. 

I would go so far as to say that if this program can be carried out, 
it is my judgment that at the end of the 3-year period we would be in 
a position to fight an all-out war right from the production lines of 
America. With such a backlog of war matériel as we would get in 
the 3 years, I would think we would be in a position to fight an all-out 
war, if necessary. 

Mr. Cannon. How long would it take to reach that situation ? 

Mr. Wison. Just about 3 years. I pointed out and would like to 
emphasize that there is in the first year—and in the first 2 years to a 
degree—an expansion of plant, and that is expensive. We have to 
watch that very carefully, because by expanding plant too fast we 
take away from our ability to produce end items. We take material 
and labor away and, therefore, we have to keep the two in balance 
as best we can so that we are assured of getting the end items for the 
Korean War and the possibility of other incidents of that kind that 
would require them. 

Furthermore, we have to be sure we have war matériel coming for 
the training of this greatly expanded Army, Navy, and Air Force 
of ours. So it has been a question of striking the right balance as to 
how much new plant and how far we can go with it to assure the 
ultimate might of America in this 3-year period and to be sure we get 
the end items that we may very well need without conflict. 

It has been a planning job, and I think that has been done magnifi- 
cently by Mr. Harrison and his associates. I think they have done a 
wonderful job of it up to date; I think they will continue to do it. 
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INCREASE IN TEMPO OF PRODUCTION 


Mr. Cannon. Your plan, then—and your plan now has never been 

changed from the beginning—it is planned to increase the tempo of 
roduction gradually, rather than in one tremendous over-all out- 
urst of converting everything immediately to the war activity? 

Mr. Wison. I think that would be the worst thing we could do, sir. 
In the first place, I sincerely believe if we attempted it the dislocations 
that would take place would be very, very serious. Suppose we just 
went willy-nilly and converted our automotive plants wildly—just 
shut them down and converted them. There would be a lapse of many 
months to get them tooled up for the war items we need. In the mean- 
time, we would have hundreds of thousands of men out of work. The 
civilian economy would suffer and we would have terrible dislocations 
of labor. What we try to do isto plan it. And it won’t be 100 percent, 
IT hasten to admit. I admit to you there will be dislocations, because 
already we are finding, even with the plan we have for increasing plant 
and keeping the thing in balance pretty well, the need for steel or the 
need for some other strategic materials is requiring a curtailment of 
civilian production already, and we are having to dislocate labor in 
some places. It is a bad thing to have to do, but I know of no other 
way. But even if we went ahead willy-nilly and just converted—made 
that our prime task—I think at the end of 3 years we would not be any 
better off in the way of productive capacity, and I do not think we 
would have nearly as strong an economy as we are going to have. It 
is my own belief that we would make a great mistake if in our plans 
for adding to America’s might we did not follow the policy of coming 
out at the end of 3 years with a very strong economy. 

Mr. Cannon. Domestically ? 

Mr. Wirson. A very strong domestic economy. Because I think 
Stalin will have one if we don’t. 

Mr. Cannon. However, you take a certain amount of calculated 
risk; you are gambling? 

Mr. Wirson. On the time factor of his plans; ves, sir. 

Mr. Cannon. If the enemy should strike within the next 6 months, 
how would this plan meet that situation ? 

Mr. Wiison. Well, we are coming along pretty well in the place- 
ment of those orders, and they will begin to flow from the production 
line toward the end of this year pretty well. I do think the difference 
in time between the plan just to go in willy-nilly and convert and the 
plan we are following would really be very great. 

The conversion of a plant is almost as bad as the provision of a new 
one, and if we just resorted to that widely we would not have any 
excess capacity in case we had to go into an all-out war. Furthermore, 
I do not think the Congress would give us the money to go out and 
just expand plant willy-nilly. And then, if we did not have an all-out 
war, where would we be? What kind of an economy would we have? 
We would be flat on our backs, in my judgment. I think we have to 
take certain calculated risks, sir. 

Mr. Cannon. Of course, you know there are powers on the other 
side of the water who are as thoroughly conversant with our situa- 
tion as we ourselves are, who are watching our plans very closely and 
gaging them very carefully and who realize that if they wait 3 years 
there will be no use for them to strike; that they are ever going to 
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strike at all, they must strike before we are ready, and if they wait 3 
years, why, it is all over with. 

Mr. Wuson. That is right, sir. 

Mr. Cannon. What leads you to believe they will wait 3 years 
when they realize, we think, it is a case of now or never ? 

Mr. Witson. I think they know as much about our situation as we 
do, Mr. Chairman. 

Mr. Cannon. SodoTI. I think from what we hear they know more 
than we do about our own affairs. 

Mr. Wutson. I would not wonder. But after all, the program in 
this current year will leave us in a very strong position. We will be 
very strong. 

Mr. Cannon. But you are gambling to a certain extent on the 
likelihood that we will not be attacked in this year for which you are 
planning? 

Mr. Wirson. I do not think we are gambling to any great extent, 
for this reason: I do not believe that by conversion bey ond that which 
we are doing——-and remember we are doing a lot of converting now— 
and without the new sources of raw materials, and so forth, it would 
make very much difference in our strength at the end of this 1-year 
period. In other words, we are placing orders with industry today, 
at the rate of last month, as you probably know, for war matériel in 
the amount of $5.7 billion. 

Mr. Cannon. How near does that come to their capacity if you 
adhere to your original plan of a 25 percent reduction ¢ 

Mr. Witson. That takes it up. 

Mr. Cannon. That takes up the entire excess capacity ? 

Mr. Witson. That takes up a pretty good capacity. It would be 
about 18 to 20 percent of the national production. I do not think 
you can convert much faster than that without completely dislocatin z 
the economy, which I think is what Mr. Stalin would love to see us «« 

Mr. Cannon. It is not possible that you have had any assurances Ls 
the last 2 or 3 months as to the time needed in which to get ready ! 

Mr. Wuson. No, sir. I think we are getting ready in the mos: 
formidable way as far as Russia is concerned. 

Mr. Cannon. You are getting ready and are paying no attention, 
then, to the plans of any enemy who might attack us; you are going 
ahead just as if you were certain it was at least a year away or even 
3 years away ¢ 

Mr. Wiurson. No. I would say when we place, as we will, $50,- 
000,000,000 worth of orders this year, that is getting ready about as 
fast as you can get ready from this date on. That is getting ready 
Bou? lively, I think. 

Mr. Cannon. And if we do continue this schedule that you have 
outlined at the end of 3 years we will be prepared for national 
defense, and at the same time we will have a domestic economy that 
has not been in any way seriously impaired ? 

Mr. Witson. I do not think it will be impaired, Mr. Chairman. 
Of course, there will be dislocations, there will be bad spots. You just 

cannot take steel away from industry generally without hurting some- 
bady, but if we can continue to take it on about the planned basis we 
have been taking it today, it still will leave us with a fine, strong, 
domestic economy. 
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Mr. Cannon. Now, give us again those percentages on which we are 
proceeding at the present time, what percentage of the national 
production is for military purposes, and what percentage is for 
defense purposes. 

Mr. Wison. This year it will be about 18 to 20 percent. 

Mr. Cannon. When do you think that will vary, what change will 
be made in that ratio? 

Mr. Witson. It will increase a little bit, but not very greatly, I 
would not believe. 

Mr. Cannon. But not to such an extent that at the end of 3 years, 
if we have peace, or if we have war, our domestic production and the 
production for domestic requirements will not be ample? 

Mr. Witson. Yes, sir, we will be able to expand it by 1953. My 
guess is that if we follow this plan by 1953 we can expand our domestic 
production somewhat because we ought to have, roughly, 15,000,000 
tons more steel. We will have a vastly increased supply of aluminum, 
and I hope some other materials that would enable us to do that. 

Mr. Cannon. How does your plan compare with the plan that was 
followed in the First World War and the Second World War? In 
other words, of course, you have studied our war production in both 
the First World War and the Second World War very carefully, I 
suppose, and, perhaps, there are some lessons to be learned from our 
experience in 1917 and 1941. What change are you effecting now in 
your expansion as compared with the schedules followed in those 
wars? 

Mr. Wuson. I do not go back to the First World War, Mr. Chair- 
man, because, after all, the total amount that we produced in that 
was almost infinitesimal as compared with World War IL. 

As to World War II, I know a little bit about that. I was mixed 
up to a very small degree in the production situation of World War 
II. I was down with the War Production Board, and saw the thing 
unfold, and I know some of the plans of that day. : 

Maybe the best thing to tell you to answer your question is that 
I doubt if there was any month in World War II where the Govern- 
ment placed $5,700,000,000 worth of war material orders with industry, 
and that is what we did in January. My guess is that February may 
not be as large. It was a short month, but it will be correspondingly 
large. 

Now, I think the most important change that we are making in this 
one, and it has something to do with this plant business we have been 
talking about, is that we are trying to set up plans for the production 
of the known requirements of certain items, let us say, airplanes, just 
as an illustration. We are scheduling them so that if all-out war 
comes we will have plant capacity, it will be tooled, not only for the 
known requirements today, but in the case of all-out war a very sub- 
stantial increase in requirements, so that by working around the clock, 
three shifts, we could activate the plants, the excess capacity, if you 
please, and if war came we could very substantially increase our output 
in the items we know we need, vastly increase the volume. We did 
not do that so well in World War II, or to put it another way we went 
ahead after Pearl Harbor, we just went ahead and produced. We 
built plants, new plants. I will just stick to the airplane story for a 
moment. We built vast new plants, they are all there today, they are 
all activated, or if not, they are being activated, have been or are 
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being activated. Where we do not need them immediately we are 
tooling some of them up, and they will be available if we have all-out 
war. 

Mr. Cannon. In that respect we will have a tremendous start over 
where we stood in 1941, 

Mr. Witson. Yes, sir; a good start, and I think that is one of the 
lessons we learned from World War II. If you remember in World 
War II when Pearl Harbor came we were producing a mere handful 
of airplanes a year. If you will recall, when the then President 
announced that we were going to produce 50,000 planes a year, a great 
many people thought he was crazy to suggest such a thing. You may 
also remember that after about a year after that statement there came 
a day when he just jumped it up. I will never forget it. That is 
one of the most dramatic things of my life, when I was called over 
one day by the President, and I thought I was going to be bawled out 
because we were not up to 50,000 planes a year. He announced to me 
he understood why we were not getting up to 50,000, but what he 
really had me over to tell me was that the figure was 100,000 planes a 
year now, and get busy and produce them damn quick—excuse “damn” 
in such company, I should not say that, but in 1944, early in 1944 
there came a time when we produced 8,400 planes in 1 month. Then, 
because we did not have a couple of States the size of Texas to store the 
darn things in they cut us back. 


STATUS OF EMPLOYMENT 


Mr. Cannon. The figure that they at that time announced, or a little 
prior to that, of the employment of 60,000,000 men seemed fantastic. 
That has been realized, has it not, and today we have a little more than 
60,000,000 people employed. 

Mr. Witson. Yes, sir; a little more than 60,000,000 employed. 

Mr. Cannon. In order to increase production for war purposes, 
Mr. Wilson, of course, the more you must decrease production for 
domestic consumption / 

Mr. Witson. Of some things. 

Mr. Cannon. And to do that you must either voluntarily or arbi- 
trarily bring about a reduction in the demand for consumer goods, a 
reduction in demands by the civil population for manufactured goods. 
It must be done for two reasons, in the first place, so that you will have 
plant capacity to produce more for defense purposes, and also in order 
to prevent the consumption of funds by the civilian population so 
that they may have the money with which to buy bonds and to finance 
our war activities. 

Mr. Wixson. That is right. ° 


STEPS TAKEN TO DECREASE DEMAND FOR PEACETIME PRODUCTION 


Mr. Cannon. What steps are being taken to decrease the demand 
for peacetime production ? 

Mr. Wirson. Well, we have put price control into effect, for one 
thing. We have wage ceilings, or have tried to get some wage ceilings 
on for a second thing. We have cut back the use of strategic ma- 
terials for a third thing. We do not permit the use of as much steel, 
aluminum, and other things to go into civilian items. That probably 
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will have a most direct effect on the consumption market for civilian 
items. Really the first two items I mentioned are really done to allay 
inflation. 


INFLATION 


I think one of the major issues that we have before America today 
is to find ways and means of controlling inflation, because if we get 
run-away inflation, then I am sure that Mr. Stalin will win because 
if we just make the dollar as cheap as it could be and get flight from 
the dollar to the extent we could, why, I think he would have won his 
cause. So, I think that is one of our major jobs. With the reduction 
of civilian production, if it is $25,000,000,000, or approximately that, 
there is a danger in the population bidding for what is left. When 
you take the billions off the top for war production, you take that 
amount of manufactured goods off the market and wages and salaries 
that they have been paid for them are not matched by goods going 
into the market places, so that it is really a great problem. 


WAGE CONTROLS 


Now, in addition to the price control and the attempted effort at 
wage control we have put on credit controls, and we are recommend- 
ing increased taxes to siphon off excess money in the hands of the 
population generally. I think we have got to take every anti-infla- 
tionary measure of which we are capable. 

Mr. Cannon. Just how successful have you been up to this time 
in these attempts that you have mentioned to control inflation; how 
effective at this time is your price control and your wage limitations, 
and other features / 

Mr. Witson. Of course, remember this one was just instituted in 
the last—what—40 days or something like that, sir. It is too early to 
judge. 

Mr. Cannon. Of course, it is too early to judge yet, but what is 
the prospect ? 

Mr. Wuson. I think it will ultimately be reasonably effective. I 
think it has produced a ceiling, and I do not think any of us had any 
illusions that it would do much more than that. Remember, we did 
not do it until January, and prices have skyrocketed ever since Korea. 
So, you are starting with a reasonably high ceiling, and the same 
thing may be said for wages. Remember, it is within 30 days that 
we tried to put on a so-called ceiling, freeze as it is generally called. 
I do not think that is a good name for it myself. They tried to put 
a ceiling on wages that has not been too successful because before it 
could ever be gotten under way very large segments of the labor force 
had received very substantial increases in wages. For example, now, 
just name one, the soft-coal operators had received a 21-percent in- 
crease since January, 1950, and that had gone through. The whole 
steel industry had received an increase, and it had gone through, and 
it makes it very difficult to put a ceiling on and exclude everybody 
puteryy did not get that, you know. So, we have had our difficulties, 
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COMPLETE STABILIZATION 


Mr. Cannon. But you do expect, however, eventually to effect com- 
plete stabilization throughout ¢ 

Mr. Witson. We expect to get a greater degree of stabilization than 
we have had, sir. Whether it will be complete stabilization, I would 
not want to predict. You know, in a democracy it is pretty hard be- 
‘ause you are going to have certain segments of our society feeling 
they are hit, and they are going to raise the very devil. You know 
that, and maybe we will be unable to get as full control as is really 
valled for in the circumstances. 


DISADVANTAGE IN REARMAMENT RACE 


Mr. Cannon. This places us at a disadvantage in the rearmament 
race, our dollar will not buy as much rearmament for us as it buys 
for prospective opponents. 

Mr. Witson. That is right, not by a long shot. 


DISCREPANCY IN VALUE OF DOLLAR 


Mr. Cannon. What is the discrepancy at this time in the value of 
the dollar here and the value of the dollar in other countries 
Mr. Witson (interposing). Behind the iron curtain? 

Mr. Cannon. Yes; in countries behind the iron curtain. 

Mr. Wixson. I would say it is a very, very great difference. I do 
not know the rates behind the iron curtain, but I can tell you the 
disparity in a country that is more civilized, but socialistic. I went 
over to England and made a study of that situation, as it affected 
my business when I was in business. I found, for example, taking a 
jet engine just as an example, men working in a shop producing a jet 
engine over there get about, well, roughly, 50 cents an hour, and in 
a shop in America they would get about $1,80 or $1.90 an hour. The 
discrepancy was that wide. 

Mr. Cannon. Well, you say that you are not certain that you will 
effect stabilization at any time? 

Mr. Wirson. Yes; I think we will effect a degree of stabilization, 
but there are so many facets to that jewel, Mr. Chairman. For ex- 
ample, there is the question of parity on the greatest item in the budget 
of the workers. Now, we have not gone over parity prices yet on some 
items, and whether we can hold down those items to their present 
prices even is questionable. I do not know whether we can do it 
or not. 

Mr. Cannon. Well, have you any methods in reserve or plans in 
reserve with which you expect to supplement the measures you have 
already put into effect ? 

Mr. Winson. Yes, sir. 

Mr. Cannon. Can you tell us at this time what your future plans 
are in that respect? 

Mr. Witson. Well, we are going to come to the Congress and 
suggest some changes to you about the price of agricultural goods. 
I do not know what you will do about them. ; 

Mr. Cannon. They will require legislation ? 

Mr. Witson. Yes, sir. 
80820—51—pt. 1 
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Mr. Cannon. You know I am a farmer, Mr. Wilson. 

Mr. Wuson. I did not know; no, sir. 

Mr. Cannon. Parity means fair, does it not? 

Mr. Wuson. That 1s right. 

Mr. Cannon. A parity price is a fair price? 

Mr. Wuson. That is right, and that is what you have to find, a 
just and equitable price. 

Mr. Cannon. You know at this time everything that the farmer 
has to buy which is the product of labor, industry, commerce, trans- 
portation, and so forth, is one-third above what it was when the 
farmer was at the top of his prices. In other words, everything that 
the farmer buys has gone up practically one-third, and hogs, cattle, 
eggs, and cotton have gone down. 

Mr. Witson. Cotton has gone down? 

Mr. Cannon. I should not include cotton or cattle, because I should 
merely defer that to some of my friends. 

Mr. Tuomas. Nor cattle either. 

Mr. Cannon. I recently sold some hogs on the market out there at 
$22.35, while I have sold the same hogs previously for $30. 

Mr. Wirson. Is that so? 

Mr. Cannon. So that the price on what the farmer produces has 
gone down, while the price of everything he buys has gone up. 

Now, if you take away from him the protection of parity which, as 
you say, means equality, fairness, you are going to not only dis- 
criminate against a very deserving class, but you are going to reduce 
the amount of food which will be produced, if you are going to need 
excess food in the future. 

Mr. Wirson. That would be a calamity. 

Mr. Cannon. Food is ammunition, just as much as gunpowder, is 
it not? 

Mr. Witson. That would be a calamity, Mr. Chairman. If we were 
so stupid as to set up any conditions that reduced the production of 
foodstuffs and fibers that we need, it would be a calamity, and I do not 
think we will be foolish enough to do that. 


MONEY SPENT DIRECTLY ABROAD 


Mr. Cannon. What portion of this money, if any, is to be spent 
directly abroad ? 

Mr. Wison. Directly abroad ¢ 

Mr. Cannon. Yes. 

Mr. Witson. I think very little of it. 

Mr. Cannon. There is no direct expenditure abroad from the 
amount you are asking for here? 

Mr. Witson. The only items I can think of offhand, and I want to 
check with my colleagues on them, but I think the only items would 
be such items as GSA might be buying for stockpiling, and that we 
are bringing into the country, like copper which we might buy abroad, 
and we might buy tin abroad, and we might buy rubber abroad. I 
know of no way around that since we do not make them ourselves, and 
we have to get them abroad. Mr. Bergson reminds me that even if we 
do that the turn-over is only a matter of months, because we sell it to 
industry, and, of course, it goes into the products the Government is 
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buying. I think it is important that we centralize the responsibility 
for those purchases because we want to be sure that we buy them at 
the best darn prices we can get those things from abroad. 


EFFECT ON MILITARY AND ECONOMIC ASSISTANCE PROGRAMS 


Mr. Cannon. What is the expected effect of our defense production 
and our economic stabilization programs on our military and economic 
assistance programs with our allies? . 

Mr. Wiuson. As you know, they are working over there now on 
the military assistance plans and there have been established good 
committees to determine what assistance the NATO group can give 
and can spend for their own requirements. Then we will have to 
try to get a group to determine whether the demands they make on 
us are reasonable or right or whether they have got to be supplied 
from the United States. That is already under way. As a matter 
of fact, one of the last things General Eisenhower did before he went 
away was to have a conference with us, and we have a plan now to 
explore that as soon as he comes to a conclusion with respect to the 
requirements of the various nations and then reviews those and 
revises those carefully. I think we have a pretty good group set up. 

Mr. Cannon. Well, these funds, then, would enable us to that ex- 
tent, sometimes indirectly, perhaps, to carry out our mutual assistance 
programs with our allies? 

Mr. Witson. That isright. We have established under Mr. William 
Foster a Foreign Economic Supplies and Requirements Committee, 
and they will scrutinize and work on that problem of mutual aid to 
determine if they are able to help themselves and the necessity of our 
giving help to them beyond their ability to help themselves, and 
so forth. 


ALLOCATION OF FUNDS 


Mr. Cannon. Mr. Harrison can give us the allocations when we get 
ready for them? We are not going to call on him now, but he will be 
in a position to do that. 

Mr. Wiutson. Yes, sir. 

Mr. Cannon. This money which will be exhausted this month, 
and the proposed allocation of this additional money ? 

Mr. Witson. Yes, sir; they will be in a position to do that. 

Mr. Cannon. We have just been discussing this question of price 
and wage stabilization, those titles of the Defense Production Act. 
Those titles, 1V, V, and VI, dealing with the settlement of labor dis- 
putes and the control of consumer credit, and so forth, expire at the 
end of this fiscal year, June 30, 1951. 

What plans have you now in view, and what recommendations will 
you make to the President and to Congress about the continuation of 
that legislation and about price ceilings and wage limitations? 

Mr. Witson. Well, I think we want a continuation of the authorities 
that are vested in the act today, sir, and what specific changes we will 
want by that time I do not know. This is going to be the proposition, 
we are just beginning to learn what impact the imposition of these 
controls and so forth is making on the various groups. 
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Mr. Cannon. You realize the need for doing something in that 
respect, but your plans have not yet crystalized. 

Mr. Wison. That is right. We figure that before the middle of 
April we will have to send up specific recommendations, Mr. Chair- 
man. 


DETERRENTS AND HANDICAPS 


Mr. Cannon. What are the greatest deterrents in the carrying out 
of your plans? What difficulties have you met with, and under what 
handicaps are you laboring at this time in developing any part of 
your program ? 

Mr. Witson. Well, I suppose that it would be only frank and sincere 
to say that the greatest difficulty that confronts us today is the very 
yreat, misunderstanding that we have with certain labor union heads. 
That is about the most serious difficulty I see on the horizon today. 
1 do not think that we have any great difficulty with labor generally, 
but we certainly—I will not say “we”—I—I am going to take what- 
ever blame there is in it—I certainly have my difficulties with the 
Central Labor Policy Committee. 


OTHER DIFFICULTIES 


Mr. Cannon. What other difficulties besides your labor difficulties 
have complicated your plans ¢ 

Mr. Witson. Well, I do not think that there is any particular com- 
plication, sir. There are no difficulties that we cannot overcome with 
time to study them to learn what the requirements are, and again I 
have to remind you, sir, that I have only been here 214 months, or less 
than that, and I admit to you that it took a little time to get at some 
of them. 

Mr. Cannon. You have made remarkable progress, and I realize 
that I am asking the impossible of you. 

Mr. Wuson. We have gotten those facts in many, many fields. 
Credit contro! and control of the Government debt and all of that sort 
of thing is not a situation that you learn overnight, or, at least, I 
did not. I found out it required an awful lot of boning up at nights 
and long hours to really get control of the situation. I think that 
we are making progress with all of those things. I think if you re- 
member the announcement last Sunday in that field, in the field of 
Government debt control that shows really that progress is being made. 
That is one of the fundamental issues with respect to Government or, 
at least, I think it is. 

RECRUITMENT OF LABOR 


Mr. Cannon. To what extent, if any, are you having difficulty in 
the recruitment of labor for your plants, and the recruitment of labor 
for other essential industries? 

Mr. Wirson. Not any very great difficulty. There are some places 
where there is beginning to be a shortage of labor, but I think we 
are all right, sir. 

Now, when we get these great new plants going, as we will some- 
time within the year, then it may be that they will drain off labor. 
On the other hand, if we do the job well we will, by that time, be 
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able to cut back a little more on some civilian itemseso that we will 
furnish labor for those new industrial plants. I think if the job is 
done intelligently we will have very little dislocation of the labor 
force. 

Mr. Cannon. Mr. Wilson, we have asked you a number of ques- 
tions that we did not expect you to answer, and you have answered 
many of these questions much better than we anticipated because we 
are just starting here, and, naturally, everything is tentative sub- 
ject to change and has changed materially in the last few months, and 
‘an be expected to change even more, perhaps, in the next few months. 

Mr. Witson. I think so. 

Mr. Cannon. I want to express gratification at the able way in 
which you are taking hold of this problem, because you are just be- 
ginning to take hold, and to congratulate you on the remarkable re- 
sults you have accomplished in the short time you have been in charge. 

Mr. Thomas. 

Mr. Tuomas. Mr. Chairman, I want to congratulate you and Mr. 
Wilson on your colloquy here. I think it is about the most enlighten- 
ing discussion that I have listened to in a long time. 

Mr. Wilson has detailed his plans, his hopes, and his aspirations, 
along with his growing pains and his headaches, and Lord knows 
he is going to have a lot of the latter. It is very reassuring. If the 
country could see more of you, and hear you talk a little more, Mr. 
Wilson, I think it would lessen your headaches, because you have them, 
there is no question about that, and the country is damn lucky, and do 
not be afraid to use the word “damn” in here, because that is a com- 
mon expression with us, we are lucky to have you in this position, and 
I think you are going to do one whale of a big job, and I think that 
you are going to avoid some of the headaches and mistakes that were 
made in World War II. 

Specifically, let me digress just a minute to say that I have looked 
over these budgets here of some five or half dozen agencies and depart- 
ments of Government, and some four or five independent agencies 
that total in the neighborhood of $4,502,000,000. Let me make this 
suggestion, if I may, doubtless in the preparation of these budgets, 
composed of some 50 or 60 items, you let the Government agencies 
and departments prepare these budgets? 

Mr. Witson. That is right. 

Mr. Tromas. Certainly you and your staff could not do it. 

Mr. Witson. That is right. 

Mr. Tuomas. In the justification of them I would put the burden 
on them of justifying them. Obviously, there are a good many reduc- 
tions that can be made in this budget. I do not say that to point any 
finger at you or your staff, nor at the agencies, but my suggestion is to 
put the burden on them to justify them, and then have your staff 
attempt to hold them down as low as you can. 

Mr. Cannon. As indicated in the beginning of our discussion, that 
is the plan we are going to follow, and notify the agencies that they 
must appear to justify these expenditures. 

Mr. Witson. Yes, sir. 

Mr. Tuomas. Thank you very much, Mr. Chairman. 
Mr. Cannon. The gentleman from Ohio, Mr. Kirwan. 
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IN®REASE IN ESTIMATE OF COST OF PROGRAM 


Mr. Kirwan. Like Mr. Thomas and the chairman, I want to con- 
gratulate you, Mr. Wilson, but I want to ask you a couple of questions. 
In the 2 months you have been there you have done a good job, and 
you are beginning to see the light, that is, the organization is being 
formed. It was only a month ago, if I am correct, when you requested 
$10,000,000, and now you are asking for not twice that, but for 
$50,000,000. That is five times greater in 1 month. So, you are 
beginning to see the light. 

I happened to be a member of the Committee on Public Buildings 
and Grounds in the last war when General Somervell appeared before 
us and he said it would cost $24,000,000 to construct the Pentagon 
Building. Now, it finally cost $88,000,000, Now, that is missing the 
boat a long way. I suppose when they built the Rockefeller Center 
in peacetime they missed it by four times. There is too much of a 
liflemnet there, a difference of five times in a month. 

Mr. Witson. May I try to answer that, sir? 

Mr. Kirwan. Yes, sir. 

Mr. Wison. In the first place that figure was not supplied by the 
same organization that is supplying this. We did not have the organ- 
ization that we now have. It was very obvious that there had to be 
an organization, let us say, to correspond to the old War Production 
Board, call it what you will. You see, that was not contemplated 
when we had the old figure, I do not believe. I am reminded here that 
it did contemplate only $10,000,000. It contemplated only such de- 
fense production organization as we had at that time, and it never 
contemplated anything for ESA, which is $30,000,000 alone. My 
guess is, sir, that if you compare the $30,000,000 with what it cost 
for a comparative time to run the old OPA that is a very expensive 
set-up, and it is bound to be with all of its regional offices and the 
enforcement agencies and everything that you have to bring in if 
you are going to do it, and you will probably find that that is picayune 
against this. 

Mr. Kirwan. That is the reason I asked the question, because the 
Second World War is going to be picayune alongside the preparations 
you will make in this case. 

Mr. Witson. It is bound to be. 

Mr. Kirwan. You have again set up an organization of the same 
kind, 

Now, I do not know much about life, but I do know railroading, 
having done railroad work for 20 years of my life. When the first 
car came out of the Ravenna Arsenal, in my district, the yardmaster 
gave me the price to move one car out at $5,280, and we moved about 
100 in the train. That was a half million dollars right there. After 
the war was over Tom Clark entered suit for recovery of the amount 
that the railroads stole, $3,000,000,000. Now, I told that on the floor 
of Congress three times in 1941, 15 times in here, and I told it in New 
Orleans at the meeting of the Waterway Association, and they said 
I was mistaken to think the railroads would charge that much, but 
they did. This time they will take twice as much. So, there must 
be someone somewhere in your organization who can watch them like 
you do in peacetime. 

Mr. Cannon. Mr. Whitten. 
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Mr. Wurrren. I want to join with my colleagues m commendation 
of the way in which this thing has been handled before us today, 
Mr. Wilson. Like Mr. Cannon, we recognize that you have not had 
time to get all of the answers, but by calling your attention to some 
things, perhaps, more answers will be available to us. 

As I have noticed practically all of the statements have been made 
with reference to the conversion of industry and the public effort to 
defense activities. I am afraid that we have not had the same effort 
to divert Government activities to defense work. We have quite a 
great broad field of government, with an excess of 2,000,000 employees. 
Most of this work that you are fixing to do yon are doing through 
these regular departments? 

Mr. Witson. Yes, sir. 

Mr. Wuirren. Nowhere do I find a diversion of personnel or money 
to convert over to your new problems, but there is an increased re- 
quest for an appropriation in each instance. 


TRANSFER OF PERSONNEL TO DEFENSE AGENCIES 


Now, recognizing that we need it to divert Government activity to 
these serious problems we passed Public Law 843. I am going to ask 
the clerk to put in the record, with the approval of the chairman, 
section 1302 of chapter XIIT of Public Law 843 of the Eighty-first 
Congress. 

(The matter referred to is as follows :) 


Sec. 1302. After September 1, 1950, and during the fiscal year 1951— 

(a) In making appointments in the Government service the Civil Service 
Commission shall make full use of its authority to make temporary appointments 
in order to prevent increases in the number of permanent personnel and no 
employee in the Federal civil service promoted, transferred, or appointed to a 
position of higher grade shall be eligible, in the event of separation from the 
service through reduction in force, to reinstatement at a grade above the grade 
held by such employee on September 1, 1950; and all reinstatements, transfers, 
or promotions to positions in the Federal civil service shall be temporary and for 
positions subject to the Classification Act of 1949 shall be made with the condi- 
tion and notice to the individual reinstated, transferred, or promoted that the 
classification grade of the position is subject to postaudit and correction by the 
appropriate departmental or agency personnel office of the Civil Service Com- 
mission ; 

(b) The names of all persons to be terminated under reductions in force 
in the departments and agencies of the Government shall be certified as eligible 
for appointment to positions in agency programs determined by the President 
to be related directly to national defense, if qualified, at not to exceed the grade 
and salary last held in the terminating ageney or department; and 

(c) The Department of Defense is authorized to call on other departments 
or agencies for such additional personnel as it may require within the limits 
of its funds. 


Mr. Wuirren. We made an effort to divert manpower to these new 
needs from the old agencies. It provides that you can request the old 
agencies for personnel to meet your new needs. It provides that any 
reductions made in the old agencies of personnel shall be certified to 
you, and it provides and contemplates that personnel shall be made 
available to you from that source. 

The Civil Service Commission, wp until the 1st of March, has been 
the brake on this provision because they were hesitant to give the 
right of free employment to personnel that might leave ‘the old 
agencies and we have finally got that shaken loose, but I call this to 
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your attention so that you can make some effort to divert Government 
energies and efforts toward this defense work that you contemplate, 
and the other thing I call to your attention is Government expendi- 
tures are made through appropriations and all of your work comes 
before this committee. All of these requests are for increased appro- 
priations and there is no reduction in this presentation in the appro- 
priation of a single department, although it is contemplated that we 
will divert it to this. Now, that is the way it stands. We do not do 
it moneywise, and the only other way to divert the effort of the Govern- 
ment toward this thing is through personnel, which is the reason 
I call your attention to this provision. 

Now, there is another thing that disturbs me. You are doing a 
splendid job, Mr. Wilson; I do not know of anyone who could do a 
better job, but I have had contact with several other people in top 
places in this present emergency who are called in to do a specific job. 
I have reference to the Munitions Board, and the National Resources 
group. They have got to turn to somebody, and so they turn to the 
regular departments in their specific requests, and I find the regular 
department says, “Sure, we will help you. Get us so much money, 
and we will do this,” and many times in that way a department gets 
money for something that they have been trying to get for years and 
they are getting their nose under your tent. 

Now, you might wonder why I am taking this attitude toward 
you. The reason is because if it ever comes down here before Congress 
in the name of national defense, we cannot cut it out without more 
proof. In other words, you folks can cut it out 10 times as easily as 
we can, for it comes down here in the name of national defense and we 
cut it out they say Congress is not going along with national defense. 

lor instance, 1 happen to have the privilege of being the chairman 
of the Subcommittee on Agricultural Appropriations, and I some- 
times wonder whether it is much of a privilege. I mention this as a 
specific instance. The State of Colorado has for many years wanted 
to get a paper plant out there. They came before our committee last 
year, when I happened to be absent, and wanted money for it, and 
$2,000,000 was appropriated to eradicate the bark beetle on certain 
types of timber in Colorado on the basis that they were going to have 
a paper mill in there. It was estimated that they would treat 225,000 
trees which would be suflicient, and they treated eight-hundred-and- 
some-odd thousand. They came in again saying that there were 
8,000,000 trees that need treatment, and it will cost $13,000,000 in- 
stead of $2,000,000, and they say that that timber is worth $96,000,000. 
When asked, “Why do you say so?” they say, “Because we have a paper 
mill.” The paper mill is estimated to cost $21,000,000, and if you 
give them the paper mill complete through this defense effort they will 
have what they have been seeking all the time, and the $96,000,000 
value of the timber is dependent on selling it to a mill which the 
Government is to finance, and the records in Colorado show that in 
10 years they have sold only about $700,000 worth of timber through- 
out the State. 

We had before our Subcommittee on Appropriations an allotment 
of $500,000 to Agriculture for the purpose of getting guayule rubber. 
The Department that has always wanted to fool with this guayule 
situation gets an appropriation of money for their research, and say 
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they get a half million dollars, and that is the actual start of a $50,- 
000,000 program. Now, the records show that guayule runs hot in 
automobile tires just like synthetic rubber. 

There was a $50,000,000-program started, without having checked 
into the fact that it had been gone into for a number of years, and 
actually it was at the instance of the Department which had lost a 
field that it wanted to follow. 

I am wondering if we do not need a new organization. I agree 
with Mr. Cannon, for he has had many more years of experience in 
dealing with this than I have, and I agree with him thoroughly and 
with Mr. Thomas. If you let these departments justify these things 
that is all right, but we would like to know that you have a group in 
your own organization, and before you let the department say, “You 
give us the money and we will do so and so,” you will study the diver- 
sion of Government money and employees to this program, instead of 
piling all this defense effort, with extra money, extra employees, and 
extra expense on our Government, when we are not paying it. We are 
just rolling it ahead of us, through the increased national debt. We all 
snow that. 

Mr. Witson. That is right. 

Mr. Wuirren. That is one side of it. 

I realize that I have not asked you any questions. I have been 
busy talking. It does come from service on this committee for a 
number of years, and I hope that I am pointing out some things that 
could result in real savings. 


USE OF REGULAR PERSONNEL 


What effort up to now has been made to see if these things cannot 
be handled by the regular agencies with the regular personnel? Has 
any effort been made, or have you had to rely on their statement, “You 
have to give us extra money” 

Mr. Wuson. For the last couple of months as we have increased 
defense activities the Bureau of the Budget has been studying the use 
of the personnel and the departments that we are trying to employ 
more widely on the defense effort. Really it is their job to take care 
of the budgetary requirements of both groups. 


EXPENDITURES 


Mr. Wuirren. This is not critical, but the budgets before our ap- 
propriations committees are substantially what they were last year, 
which means that dollarwise we propose to expend exactly the same 
amount of money that we spent for civilian activities before this thing 
came up, and this defense spending is piled on top of it. 

Could this committee count on you in the future to see if you can 
set up some group to see if the regular departments cannot be pre- 
vailed upon to do this out of their regular activities; or is that a task 
we should assume for ourselves ? 

Mr. Wiuson. I think it isa task. Iam not assigning it to you. 

Mr. Wuirren. This is a mutual problem. 

Mr. Witson. I think it is the job of the budget. We have to depend 
on them for many activities. We will work with them as closely as 
we can on it, sir, but I will admit it is a problem. I hate to keep 
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referring to this, but in 214 months we have had to really organize 
to do what a corporation would do on a $300,000,000,000 business. 

Mr. Wuirren. I hope you will accept my questions as being made 
because of that fact. 

Mr. Wison. I know it. 

Mr. Wurrren. In this time there is no way for you to have seen 
all the angles of this that we think we see sometimes, from having 
served on this committee. 

Mr. Witson. You have been here a lot longer than I have. After 
all, we had quite an organization job to do in a couple of months, 
Maybe we will get around to doing it better a little later. 


MANPOWER 


Mr. Wurrren. I hope that you also will investigate the use of this 
provision in the law for the use of regular manpower. 

Mr. Witson. Yes. 

Mr. Wurrren. If you draw off this regular manpower, from these 
other departments, that is the easiest way in the world to curtail their 
expenditures and cost diversion to this. 

Mr. Wirson. Yes; it is. 

Mr. Wuirren. It makes it easier on us: 

Mr. Wirson. I have already gone to some of the agencies and talked 
to the heads of them on that very subject of diverting their men 
to us. 


MATERIEL 


Mr. Wuirren. There is one other thing, and again I am not holding 
you responsible. I am sure you will not be responsible for the final 
decision, but I know your voice will be heard in the council. In the 
last war we built up a world of matériel. I happeneel to serve at that 
time on the Subcommittee on Naval Appropriations. The testimony 
there was that practically every airplane that came off the line was 
obsolescent. I believe that is the word. They were on the road to 
being obsolete because of new developments. They further said that 
every war had been fought with obsolete and obsolescent weapons. 

Mr. Wirson. Technology moves that fast in America. 

Mr. Wurrren. We were led in that war to believe that this was a 
war to have peace forever. We destroyed and let go to waste great 
quantities of matériel. 

I happened to see down here one of the finest leather aviator helmets 
being sold by Peoples Drug Stores at 60 cents apiece, which doubtless 
cost the Government many dollars each. I have seen several news- 
paper stories listing huge quantities of surplus available in these stores. 

That is water over the dam. You did not make that decision, and 
neither did I. However, I would like to know that attention at the 
start will be paid toward holding in reserve the great quantities of 
matériel that we will of necessity build up. The least future trouble we 
have and the less war we have the more of that matériel we will have. 
I certainly hope that you will use your influence as time passes to keep 
uppermost with those who make these decisions the mistakes that we 
made in the last war. 
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I am not asking you to comment on this, but I personally realize 
that in every county you have to have a police force and sheriffs and 
everything else. I cannot see that the world differs much from the 
average community or the average county. 

Mr. Wusson. I would like to answer your question, sir. 

Mr. Wurrren. Yes. 

Mr. Wixson. God willing and Wilson not going out of his mind I 
hope I will not be around here when they dispose of the war matériel 
which is made. I do not have any slightest desire to be here. I will 
not promise you that. 

Mr. Wuirren. I am highly gratified to see that your thinking is 
that we should hold onto what we build. 

Mr. Wixson. I certainly hope we do, and I wish to God we had hung 
onto it the last time. 

Mr. Wuirren. I think all agree with that; but at this time, because 
of the situation, the higher council can certainly render real service 
to this country if we do that not only in the field of matériel but with 
respect to food and some other things. We do not want to get caught 
like that again. 

Mr. Wirson. Agreed. 

Mr. Wuirren. There is one other thing, and I apologize to the 
committee for taking so much time. 


CONTRACT OPERATIONS 


What this national defense program is going to cost will depend 
largely on what we spend on contracts. We waste worlds of money 
just through foolishness, and we did so in the last war. It is the 
Government, so they say, “We will throw it high, wide, and handsome.” 

I just had one man call my attention to the fact that today labor, 
in a certain area, is getting $22 a day for tying wires around steel 
rods and reinforced concrete. That is $22 on Saturday. 

I am not opposed to paying prevailing wages, but I happen to 
know that immediate area, and that is many times the prevailing wage. 
I find that one of the agricultural activities is having to pay the 
prevailing wage, so-called, but the Department of Labor determines 
the prevailing wage. The agency does not have a thing to say about 
it at all, though the law does not require them to have somebody 
else determine it. 

I am not asking you to comment on that, because you have your 
own problems, but it is worthy of investigation as to whether in 
some cases we do not go high, wide, and handsome on the amount of 
money we spend on these contracts, and many times the laboring man 
does not get the benefit of that. 

Mr. Witson. You passed a law on that, did you not, sir? Is that 
not the Walsh-Healey Act? 

Mr. Tromas. The Davis-Bacon Act. 

Mr. Wuirren. In many instances you will find it says you have to 
pay the prevailing wage, but it does not let somebody else determine 
what the prevailing wage is. 

Mr. Wixson. That is the srapertmens of Labor. 

Mr. Wuirren. I have no objection to the prevailing wage. I am 
saying that in many instances it is at least twice as high as the pre- 
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vailing wage. By the time you accumulate all those things it does 
add up to the amount of money you have to spend. 

Mr. Wixson. I think where that comes in, in fairness to the Secre- 
tary of Labor, is in carrying out the law which you have given him, 
where there is a big construction job. I think that applies mainly on 
the construction j obs, does it not ? 

Mr. Wuirren. Yes. 

Mr. Witson. Where a local community cannot supply the construc- 
tion labor, then the USES has to bring in labor from maybe 1,000 or 
500 miles away, and they have to bring them in at not the prevailing 
price in the community where the work is going to be done, but some- 
thing corresponding to the communities from which he draws the 
construction labor. 

For example, if you draw electricians from New York you might 
have to pay $2.50 an hour, and maybe in the community the going rate 
it $1.25. The disparity is great, but he has the law to abide by. 

Mr. Wuirren. | am again not asking for a comment from you, but 
we all realize the general tendency and feeling of the Department of 
Labor. He, having the right to decide whether the local labor will 
meet the demand or whether you have to draw it from yonder, then 
has quite a leeway in determining the final rate. 

Mr. Witson. Yes. 

Mr. Wutrren. I did want to call your attention to the fact that 
those higher rates are bound to be reflected in the over-all expendi- 
tures in the Government. 

Mr. Witson. Yes, sir. 

Mr. Wurrren. Locally many times it results in lots of waste. 

Mr. Wirson. Yes, sir. 

Mr. Wuirren. Mr. Wilson, I do thank you. I hope I have not 
imposed on you. You have plenty of problems, but I do feel that the 
several things we have pointed out could be of real benefit, particularly 
the one as to the use of governmental manpower first. 

Mr. Wizson. Thank you, sir. I will keep that well in mind. 

Mr. Cannon. Mr. Fogarty? 

Mr. Focarry. Mr. Wilson, in your statement you said that in the 
month of January 1951, the Department of Defense placed contracts 
of approximately $5.7 billion. 

Mr. Witson. Yes, sir. 

Mr. Foearry. Do you know how much of that went to small business ? 

Mr. Wuson. I could not answer that question. Maybe Mr. Har- 
rison has it broken down; I do not know. I could not answer the 
question. I know an increasing amount is going, but I do not know 
that. 

Mr. Foearry. In your job have you given any consideration to the 
awarding of contracts to small business in the future? 

Mr. Wuson. Yes, sir. Mr. Harrison has established a deputy just 
for that purpose, and is bringing all the pressure he can on the Defense 
Department and others to try to expand the volume of business to 
small business that they are capable of producing. 

Mr. Fogarry. The only reason I ask is that during the last war, 
World War II, the only way we could accomplish anything was to 
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take action by Congress. We could not get action by the existing 
agencies, and we had to pass the Smaller War Plants Corpor ation 
bill. 

Mr. Wuson. Yes, I remember that very well. 

Mr. Foearry. Legislation has been introduced in this Congress to 
accomplish the same thing, but I hope that in the over-all planning 
you would have taken some steps by now to see to it that small business 
gets some share of these contracts, and will not be at the mercy of 
the prime contractors in four or five States. 

Mr. Wuson. Of course, I think that small business, so-called, is 
going to get a vast amount "of business through the prime contractors ; 
a vast amount of it. 

Mr. Focarry. Whether it is at a fair price or not is another thing. 

Mr. Witson. Well, I do not know whether I want to comment on 
that. 

Mr. Fogarty. I am just talking about some of the experiences I 
had during the last war down here. 

Mr. Wiison. May I comment off the record on this? 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Focarry. Apparently many of those subcontractors never came 
from Rhode Island, because I had many of them from Rhode Island 
down here in the days of the last war. 

Mr. Wison. You will get them again. I see a lot of them now, 
and I hear a lot of them. I suppose that Congressmen and Senators 
have steered I do not know how many people into my office on this 
subject. Itisahot subject. It isa difficult subject. 

You have to remember now, sir, that many of these orders being 
placed, that make up this $5.7 billion, a great, great many are in huge 
blocks, like tanks. I just saw in this morning’s paper that I think 
the Ford Motor Co. got an order yesterday for $ 195 million worth of 
tanks. It takes an organization and facilities of the Ford Motor Co. 
or something similar to that for $195 million of tanks; does it not? 

Mr. Focarry. It certainly does. 

Mr. Wuson. But, on the other hand, there will be thousands of 
items there that the so-called small business can eat up and should, 
and I think will. I know from past experience what Ford’s policy is 
They will dole that out right and left. 


SEEMING OPTIMISM 


Mr. Focarry. In your opening statement you seem to be very opti- 
mistic over the plans as far as they have progressed for all-out ooler 
tion, but it does not add up to me that you should be so optimistic. I 
read reports in the newspapers where you have not been able to get 
any cooperation from the leaders of labor in this country. That seems 
to me to be a more serious problem than you have justified here this 
morning. 

Mr. Wison. It is a serious problem. I hope I did not give the im- 
pression that I minimized that at all. I think it isa very serious prob- 
lem. It is very serious. 

Mr. Focarry. I do not see how you are going to be successful unless 
you have the cooperation of business and labor and man: ugement. 
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Mr. Witson. I agree with that. That is, the country will not be 
successful. It will not make any difference about Wilson, but the 
country will not be successful unless there is unity and cooperation 
between labor and management and agriculture and Government. We 
‘annot have the extent of success that we should have. I agree with 
that 100 percent. 

Mr. Focarry. That is why I seemed to think in my own mind that 
you were a little more optimistic, and some of the members who con- 
gratulated you on your statement seem to be more optimistic, than I 
am over the outcome. 

Mr. Wizson. That could be. 

Mr. Focarry. Unless that cooperation is received in the near future, 
your statement is not optimistic to me. 

Mr. Wirson. Of course, there area lot of ways of doing that. Maybe 
one of them is that if it cannot be done by someone who came unfor- 
tunately tagged from vig business, and that is the main complaint—— 

Mr. Fogarry. Against you? 

Mr. Wirson. Yes. Why, then, after all, the Government has the 
right and the responsibility. Put somebody in from labor, and let 
him doit. God knows that would be all right with me. 

Mr. Focarry. I am not saying who should run it. I think whoever 
is in there has to receive the cooperation of all these segments of our 
economy. You cannot do the job unless you have that cooperation. 

Mr. Witson. That is right. I need it and I have solicited it. I 
want it sincerely. 

Mr. Focarry. According to this morning’s newspaper, you made a 
statement yesterday in Florida that you did not think it was very 
serious. 

Mr. Wuson. Well, that is right. 

Mr. Focarry. I do not know anything about these various groups 
that are in disagreement. I have not talked with them. All I know 
is What I have been reading in the paper. 

Mr. Wirson. Well, it has been pretty bad, I admit. Maybe it is 
too bad ; I do not know. 

Mr. Fogarry. What do you expect will come out of it? 

Mr. Witson. I do not know. Frankly, I just do not know. 

Mr. Focarry. That is all, Mr, Chairman. 

Mr. Cannon. Mr. Taber? 

Mr. Taper. Mr. Wilson, I think that those of us who think about 
this problem realize that there must be an approach to it if we are 
going to keep the United States of America right side up. Every 
segment of our population, including labor, agriculture, management, 
and those people who are in addition primarily consumers, should 
be prepared to make some sacrifice to meet this situation. There must 
even be an approach on the part of the representatives of the bureau- 
racy, where they are prepared to make sacrifices. Frankly, for my own 
part, I have seen too much evidence, especially upon the part of the 
bureaucracy and some of the other elements, where they have failed 
to appreciate the responsibilities of citizenship in this crisis. 

Now, I do not care to go into everything here with you, but I have a 
few questions that I would like to ask. 
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PERSON NEL 


Will there be someone here who can go into the details of the per- 
sonnel set-ups that are being presented to us in the budget as we go 
along, or should we at this time ask you about them ? 

Mr. Wuson. There will be somebody. 

Mr. Taser. Even as to the Office of Defense Mobilization ? 

Mr. Witson. No; I will tell you the story on Defense Mobiliza- 
tion, but just on my own office. On all the operating departments 
there will be people who will give you that information. 

Mr. Taner. Then I think I shall ask some questions right now as to 
that picture. 

I have in front of me a proposed allocation of $51 million. Out 
of that there seems to be $950,000 which is allocated to your office ; or is 
that Mr. Harrison’s office? 

Mr. Witson. None of that $51 million, sir, comes to my office. 

Mr. Taser. How much has been allocated to your office, and how 
much has so far been expended ? 

Mr. Witson. I think $200,000 has been allocated to the Office of De- 
fense Mobilization. I do not know how much of that we have ex- 
pended. You see, we have a very small organization, just a handful 
of people. 

Mr. Taser. Somebody might know that. 

Mr. Wurson. Well, I will ‘get for the record the exact amount that 
has been expended to date, sir. I cannot remember that. 

(The information is as follows :) 


Office of Defense Mobilization—Statement of obligations and expenditures as of 
Mar. 7, 1951 7 


| 


| 
Expendi- |Unliquidated| Total obli- 


tures | obligations | gations 
01 Personal services. __ , $21, 260.35 | $1, 173. 00 | $22, 433.35 
02 Travel_- ne J Lh | 3, 365. 80 | 9,384.30 | 12, 750. 10 
03 4 «‘Transj ort ition of things_ . 0 | 10.00 | 10.00 
04 Communication services_ } 72.47 1, 520. 00 1, 592. 47 

05 Rents and utility services : | 0 | 0 0 
06 ~=Printing and reproduction - | 404.03 | 2, 060. 53 2, 464. 56 
07.2 Other contractual services—other th: in special projects- 880.00 | 4, 420.95 | 5, 300. 95 
08 Supplies and materials. _ ‘ 1, 336. 70 4, 763.80 | 6, 100. 50 
09 Equipment_ & Aas ‘ : 8, 851.47 | 51, 638.05 | 60, 489. 52 
ee ee ye oe ne ae eee ‘ 2.00 0 | 2.00 
Total__ Seek dd tits ths RUS he de tiem seu ee aia ohnadde | 36, 172. 82 74, 970. 63 1}1. 143. 45 


Mr. Witson. That was from the emergency fund; was it not? 

Mr. Berason. Yes. 

Mr. Witson. We got it from the President’s emergency fund, and 
we probably expended about one-third of the amount we got, roughly. 

Mr. Taser. How many people are in your force? 

Mr. Wirson. We have about 50 or 60 people, including stenog- 
raphers, clerks, and everybody. 


ASSISTANCE TO PRIVATE FINANCING 


Mr. Taser. With reference to this $600,000,000 of outstanding 
borrowing authority for assisting private financing of industrial 
expansion, does that come under you or someone else ? 
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Mr. Witson. Mr. Harrison. 
Mr. Taser. Mr. Harrison will be the one to justify those items? 
Mr. Wixson. That is right, sir. He can give you the details of it. 


CONTRACTS 


Mr. Taser. Let me ask you this: You indicated that in January 


there had been contracts entered into involving $5,000,000,000 and 
a little more ? 


Mr. Witson. That is right. 

Mr. Taper. And that there was in sight a program for the expan- 
sion of production, including the consumable variety and the fixed 
items. That is a distinction between the consumable items and 
ammunition and guns and planes and tanks and such things as that. 
How would this break down as between those two categories ? 


PRODUCTION 


Mr. Witson. My guess would be that next year will be about $50,- 
000,000,000 of guns and war matériel, and $275,000,000,000 for the 
normal economy. 

Mr. Taner. You anticipate a $325,000,000,000 program ? 

Mr. Wirson. Roughly that next year, I would think. 

Mr. Taser. How would the $50,000,000,000 break-down as between 
the immediately consumable varieties of production and the am- 
munition, for instance, and guns and tanks and planes? 

Mr. Witson. How much of it would be in ammunition and guns 
and tanks and planes? 

Mr. Taser. Right. 

Mr. Wuson. I do not have that figure with me. I do not have 
that breakdown. 

Mr. Taser. As to this production facility expansion, for which 
loans are provided, how much of that would you say would be financed 
by Government loans and how much of it would be financed by 
industry itself? 

Mr. Witson. Mr. Harrison’s group will answer that question for 
you, I am sure, much more accurately than I can, except that I should 
like to say to you that the amount that will be expended by industry 
itself will far exceed the amount covered by Government loans. 

Mr. Taser. Will Mr. Harrison be prepared to tell us somethin 
of the nature of the loams and the individual units that have receive: 
very large loans? 

Mr. Witson. I think so; yes. 

Mr. Taser. I have no further questions. 

Mr. Cannon. Mr. Wigglesworth? 

Mr. WiceieswortH. I have a few questions. 


PRODUCTION ESTIMATES 


Do I understand you estimate the present production to be $275 
billion ? 

Mr: Witson. Roughly about, yes. 

Mr. Wiccieswortn. Of that how much is going into defense 
production ¢ 
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Mr. Witson. I think the total output this year of defense matériel 


as ¢ would be something in the neighborhood of $25 billion or $30 billion. 
- It. It will steam up substantially next year. 

Mr. WiaeLeswortu. That is fiscal 1951? 

Mr. Witson. Yes, sir. 

Mr. Wiaeieswortu. In fiscal 1952 you propose to add $50 billion 
ary of defense production 
and Mr. Wuson. A total of about $50 billion. Output of about $50 

billion. 

Mr. Wiceieswortu. And total output will increase about $25 bil- 
coat lion over the current year? 
xed Mr. Witson. About that; yes. That would be up to about $325 bil- 
and lion total next year I would think. 
hat. Mr. WiceLeswortH. $300 billion or $325 billion ? 

Mr. Wuson. This year it will be close to $300 billion. It will be 

roughly $275 billion, normal, and roughly $25 or $30 billion defense 
production. In other words, we go about $300 billion this year. I 
50), - —— hope that next year we could steam that up to close to $325 
og illion. 
the Mr. Wiceteswortu. That will be fiscal year 1952? 
Mr. Witson. Yes, sir. 
Mr. WiceLeswortH. Then what will fiscal 1953 be? 
é Mr. Witson. About the same level. 
— Mr. Wiccteswortu. You do not increase the defense production, 
al you hold the total at $50 billion ? 

Mr. Wiuson. About that, sir. 
ame Mr. Wiaciesworrn. And hold the over-all at about $325 billion? 

Mr. Wixson. Well, if we are fortunate in getting the raw materials 
we: out that we hope we can it may be that we could steam up the normal 
; eg production a little bit. I hope we can. 

; Mr. WiceteswortH. That will leave us on the basis of $50 billion 
hich of defense production for 12 months? 
wer Mr. Wuson. That is right, sir. 
1 by Mr. WiceLesworru. Starting with July 1, 1952? 

f Mr. Witson. That is right, sir, on that fiscal year. 
i Mr. Wiacieswortu. In addition to that will there be additional 
owe a capacity, as distinguished from production developed, which in case 
astry of need would be available ? 


; Mr. Witson. In 1952? 
hing Mr. Wiceteswortn. Let us take 1952 and 1953. 
aver ° Mr. Wirson. Would there be additional capacity developed that we 
will not utilize 100 percent ? 
Mr. WiccteswortH. That is right. 
Mr. Wuson. Yes, sir; I hope so. 
Mr. Wicerteswortu. If it is not confidential, what would that 
roughly run as of the end of 1952 and as of the end of 1953? 
Mr. Wuson, I could not give you a. figure offhand. It would be 
purely a guess, You mean, what would be the potential of that addi- 


$275 tional capacity beyond the use we will make of it? 
_ Mr. Wiccteswortu. Beyond the $50 billion that is actual produc- 
tion. 

fense | Mr. Wuson. Yes, sir. 


Mr. Wiceieswortn. What capacity do you expect to have developed 
that could be utilized in case of need ? 
80820—51—pt. 1——3 
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Mr. Witson. Well, this is only a curbstone opinion. I would think 
we would have at least 20 percent latent capacity. 

Mr. WicGLeswortu. 20 percent of $50 billion ? 

Mr. Witson. That is right; 20 percent of the $50 billion. Another 
$10 billion. 

Mr. Wiccreswortru. Another $10 billion? 

Mr. Wuson. Yes, sir; I would think there would be that latent 

capacity. 

Mr. Wiccieswortu. As of the end of 1953 

Mr. Wuson. The end of 1952, sir. 

Mr. Wiceieswortu. The end of 1952? 

Mr. Witson. That is right. 

Mr. Wicctesworr. About the same as of the end of 1953, or would 
it be more ? 

Mr. Wuson. No; it might go up a little bit in 1953. We would 
have more raw materials to toss in the hopper if we needed them. 
It might be a little bit higher. 


BASIS FOR PROGRAM 


Mr. WicciesworrH. Is this production program based on the size 
of the Army, Navy, and Air Force estimated to be necessary at the 
dates in question, or is the reverse of that true? 

Mr. Witson. The plan is based on their requirements as they set 
them forth to us in each of the fiscal years; they have approved it. 

Mr. Wiceirswortrn. In other words, they have set the size of the 
forces and those forces require this pr oduction ? 

Mr. Witson. That is right, sir. They have worked out the logistics 
of it, and we have made our plans accordingly. 

Mr. Wiccieswortn. At the same time, if I understood you correctly, 
it does, in your opinion, represent the maximum increase in produe- 
tion that we can safely undertake without damage to the over-all 
economy. 

Mr. Witson. Pretty much so; yes, sir. 

Mr. Wiccieswortu. There is some leeway? 

Mr. Witson. Some leeway. There would be some leeway. 

Mr. Wiceieswortu. Generally speaking, in your opinion it is a 
maximum in those terms? 

Mr. Witson. It is very close to it; yes, sir. I think it is the orderly 
way to do the job with the least risk to our economy. 


DEFENSE MATERIEL 


Mr. WiccLeswortH. Now, either on or off the record, if the produc- 
tion which you have indicated is realized in fiscal 1952 how will that 
leave us in terms of defense matériel and equipment as compared with 
what we had on hand at the end of World War IT? 

Mr. Wirson. At the end of World War II? It would leave us, in 
my judgment, in a position to fight a very great war. 

‘Mr. Wiccresworri. As of the end of 1952? 

Mr. Wixson. Yes, sir. We would have good ability. 

Mr. Wicetesworrn. Would we have as much fighting equipment on 
hand by that time as we had at the end of the wait 
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Mr. Wirson. No; not at the end of the war. Ido not think so, At 
the end of the war the stuff had been pouring out pretty hard, and 
piling up pretty big. I doubt that, sir. Of course, it was different in 
the last war, Mr. Congressman, because in the last war the nature of 
the requirements were judged to be so different. 

You must remember that in the last war at the outset we lost the 
Navy, so in the last war we spent our billions of dollars to produce a 
new Navy, plus another new Navy, or a greatly augmented Navy. 

The nature of the requirements this time are different. We have 
that Navy pretty much in being today. We are taking it out of moth- 
balls gradually. There is quite a difference in the requirements. 

Mr. WiceLeswortH. Do you know what we were producing in terms 
of defense materials at the end of World War II, dollarwise? 

Mr. Wirson. At the end of World War II? 

Mr. WiceLeswortu. Yes. 

Mr. Wirson. I think it was less than $50,000,000,000 a year. Of 
course, you must remember that $50,000,000,000 bought more then. 

Mr. Wiceteswortn. That is true. About double. 

Mr. Wuson. If you stop to think that wages since 1940 have doubled 
in the cost to the taxpayer, that makes quite a difference. Wages are 
a big item in this. 

Mr. Tuomas. Eighty-four percent. 

Mr. Winson. You cannot get over that one. 

Mr. Tuomas. Since 1945. 

Mr. WieeieswortuH. I am advised that the Bureau of Labor Statis- 
tics shows that the cost index, if we take 100 for 1939, was about 200 
at the end of the war in 1945 and about 385 now. Is that about right ¢ 
Mr. Witson. The wage item is doubled, just about doubled. 


CONTRACTS 


Mr. WiceteswortrH. Do you know what the peak figure in contracts 
let per month during World War IT was? 

Mr. Wirson. I am advised that it did not exceed at any time that 
$5.7 billion of January. That, I think, is the top. 

Mr. Wiceiteswortu. That much, of course, would purchase perhaps 
double what the figure would purchase today. 

Mr. Wirson. Yes. 


INFLATION 


Mr. Wiccieswortn. As to the other angle which you emphasize and 
which to me is almost as important as the production angle, namely, 
the inflation angle, did I understand you correctly to say that the 
first controls under the applicable law went on in January ? 

Mr. Witson. Mandatory controls. 

Mr. Wiccieswortu. There were no price controls prior to that 
time, were there ? 

Mr. Witson. Voluntary. 

Mr. Wicetesworru. There was no attempt at wage controls? 

Mr. Wirson. Only voluntary, which do not seem to have gotten all 
the results necessary, because prices did go pretty high. 

Mr. Wiceieswortn. What controls, if any, were attempted be- 
tween the date of the passage of the law on September 8 and January 
when these first mandatory controls went into effect ? ; 
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Mr. Wirson. I think only the voluntary. 

Mr. Wiceteswortu. Voluntary price controls? 

Mr. Witson. Voluntary price controls. Not wage controls. 

Mr. Wicereswortn. Was there any credit control in the interim? 

Mr. Witson. Yes. Before the date in January the reserve put 
up the requirements. I think that was 2 percent, on the banks. That 
is about all I know of. Installment buying, of course, was controlled 
further. Housing was put under an increased credit requirement or 
control. . That is about all I know about. 

Mr. WiccLeswortH. How soon are the additional controls going to 
make themselves felt, in your opinion ? 

Mr. Witson. Well, there are those who believe they are beginning 
to be felt now. You are going to have Mr. DiSalle before you, I 
believe, today or tomorrow, and I think he can give you a more inti- 
mate detailed story of what results he is getting, sir. I think they 
ought to begin to show up maybe not as favorably as you might hope. 
I think they certainly have been applying the brakes to prices. 

Mr. Wiceiesworrn. As you know, there are great complaints from 
the consumer angle all along the line that nothing seems to be being 
done in that field. 

Mr. Wiison. I know it. I know it. 

Mr. Wicerreswortu. Personally I do not share your long run opti- 
mism on the effectiveness of these controls. I hope you are right. It 
does seem to me, however, that we must do eveetibine humanly possi- 
ble to combat the danger of Nation-wide inflation. That can be al- 
most as destructive from the standpoint of the situation which we 
face as war itself. 

Mr. Witson. But you have certain elements in there that are pretty 
hard to get around, sir. 

For example, let us say we are buying for the Army or the Navy 
now. Remember that we have to use cotton and textiles at 45 cents 
a pound or more. That is not a low price, but that is what we have 
to use. The prices we are getting from the manufacturers are based 
on 45 cents or better for cotton. 

Mr. Wiecieswortu. Because of existing legislation ? 

Mr. Witson. Well, because that is what cotton is costing the manu- 
facturer. 

Mr. Wuirren. I wonder if you would permit me to interject ? 

Coming from the area down there, may I say that the parity price 
on cotton is about 37 or 38 cents. The shortage of supply fixed it at 
45 cents. 

Mr. Wison. Was there not about a 6,000,000-bale shortage? 

Mr. Wurrren. Yes; it jumped from 10 to 6. This so-called price 
is way up above the supporting legislation, by 6 or 8 or 9 cents. 

Mr. Wiuson. I think it is. It is way above the parity price. Some- 
body is getting the difference. 

Then take wool. The Army has to buy wool blankets. For heaven’s 
sake, the prices just went through the roof. That is because the wool 
costs so blamed much. That is the only way we can get it, appar- 
ently, largely from foreign supply. We are paying through the nose 
for wool blankets for the Army. The citizens will also have to pay 
for wool, for suits and so on. 
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Mr. DiSalle can maybe give you more light on that and more inti- 
mate details on it. Those are the hard facts we have to face on this 
inflated price situation. 

Mr. Wicetesworrn. I do not think I have any more questions, Mr. 
Chairman. 

Mr. Cannon. Mr. Davis? 

Mr. Davis. I will make my questions very brief, for you have been 
here quite a while with us already. 


OPERATION ON FISCAL RELATIONSHIP 


I am interested in getting, if I can, a clarification of your position 
and the position of your office with these other agencies which are 
included in this request, both operationally and with respect to the 
fiscal relationship. 

First of all, let us consider the operation. Is your position more of 
a referee among these, or do you have the authority to tell them that 
they can or they must do this, and the authority to tell the others that 
they must desist from doing this? How would you describe your 
relationship there, to make it a little easier for us to understand? 
I have seen the chart, but it is still not clear. 

Mr. Witson. You still do not understand the authority? 

Mr. Davis. Yes. 

Mr. Witson. Well, according to the chart, the authority is there 
to tell them to desist, to use your own expression. But what we have 
tried to do to date, frankly, is to get each one of the agencies geared 
up to the defense job. I will admit to you I have not had the time or 
the urge yet to go into those other phases of the fiscal requirements 
of the “changed jobs as we get them to undertake this work for our 
mobilization. 

Mr. Davis. As I understand, while your control as far as operation 
goes, if you so desire to use it, is almost absolute, as a practical matter, 
so far you have not exercised any fiscal control over those agencies 
whatsoever. Is that about true/ 

Mr. Witson. That is about true, except in agencies which we are 
frankly concerned about, such as ESA, and so forth. But generally 
speaking, on fiscal control all through this set-up, you are right. 

Mr. Davis. You tell them what to do; but, as far as you are con- 
cerned, they are their own judge as to how much money they can come 
up and ask for, how much they need, or even with respect to the per- 
sonnel they think they ought-to have to do the job? 

Mr. Witson. Except the Budget works with us and works with them 
on it. But they pretty much do determine what it takes in the way of 
personnel to do the job and how much money it costs. 

Mr. Davis. 1 am wondering about coordination here. If the Budget 
can decide for them how much they can ask of us in the way of money 
or personnel, how much coordination have you had so far that will 
enable the Budget to evaluate the requests they might make? How 
much have they checked with you to determine whether what they 
ask is reasonable in accordance with what you have assigned to them 4 

Mr. Witson. We work with the Budget pretty closely on it. But 
again I tell you this is a 2-months job. 

Mr. Davis. I understand. 
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Mr. Wuson. And I do not think the coordination or the investiga- 
tional efforts we have made to date along fiscal lines have been as well 
done as they will be as time goes on and we get a better feel of the 
new organization we create. I am perfectly frank about that. 

Mr. Davis. Just to give you one illustration, for instance, in here 
the Department of Commerce is requesting $94,000 for the Office of 
Transportation. Then we get down a little further and the Defense 
Transportation Administration is asking for $550,000. Has there 
been any coordination through your office with respect to’ those 
requests ? 

Mr. Wirson. Oh, yes. We have set that up under this agency, 
and there is coordination, and if we had not asked for the amount of 
$500,000 or whatever it was, they would have asked for at least that 
amount over in Commerce. That is one we felt we had coordinated 
for the defense effort. 

Mr. Davis. Thank you. That is all. 


Wepwnespay, Marcu 7, 1951. 
DEFENSE PRODUCTION ADMINISTRATION 


WITNESSES 


W. H. HARRISON, ADMINISTRATOR 

H. G. WILDE, ASSISTANT TO THE ADMINISTRATOR 

BYRON WOODSIDE, DIRECTOR, BUSINESS EXPANSION OFFICE 
JOSEPH RAND, BUSINESS EXPANSION OFFICE 

JAMES P. DURKIN, BUSINESS EXPANSION OFFICE 


Mr. Cannon. We have with us Mr. Harrison, Administrator of the 
Defense Production Administration. 
We will be glad to have your statement. 


GENERAL STATEMENT 


Mr. Harrison. Mr. Chairman and members of the committee, this 
statement introduces our request for additional budgetary authoriza- 
tion to implement sections 302 and 303 of the Defense Production Act 
for the balance of this fiscal year. 

Section 302 provides for loans to aid in carrying out Government 
contracts for the procurement of materials or the performance of 
services for the national defense. These loans are for the expansion 
of capacity, the development of technological processes, or the pro- 
duction of essential materials, including the exploration, development, 
and mining of strategic and critical metals and minerals. The loans 
are to be made only to the extent that financial assistance is not other- 
wise available on reasonable terms. 

Section 303 provides for the purchase of (or commitment to pur- 
chase) metals, minerals, and other raw materials, including liquid 
fuels, for Government use or for resale. It also provides for the 
encouragement of exploration, development, and mining of critical 
and strategic minerals and metals. In addition, it provides for the 
installation of equipment, facilities, processes, or improvements in 
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Government plants, and for the installation of Government-owned 
equipment in privately owned plants and other industrial facilities. 

Section 304 is the section which authorizes the money for sections 
302 and 303. It authorizes the recommending agencies, subject to the 
certificate of the Defense Production Administrator and the approval 
of the President, to borrow from the Treasury such sums as may be 
necessary to carry out sections 302 and 303. ‘The total amount to be 
borrowed is not to exceed an aggregate of $600 million outstanding at 
any one time. 

A total of $75 million has been allocated to date to the RFC to pro- 
vide funds for disbursement of loans approved by the Defense Produc- 
tion Administration under section 302. To date we have approved 18 
loans in the amount of $43 million to be paid out of these funds. 

There has also been set aside a $150 million revolving fund to 
acquire and resell natural rubber for national defense purposes, $10 
million for purchase of domestic castor beans for castor oil lubricants, 
$10 million for the encouragement of domestic exploration of strategic 
and critical minerals and metals, $60 million for tin purchases, and 
funds for several other programs. 

To carry out the mandate of Congress for the expansion of produc- 
tive capacity and supply under the Defense Production Act, we have 
endeavored, with the complete cooperation of the recommending agen- 
cies and the Bureau of the Budget, to arrive at an estimate of budg- 
etary requirements for the balance of the fiscal year. 

Your committee will recognize the difficulties involved in reaching 
such an estimate. You will also understand there are imponderables 
and uncertainties. But we have proceeded with the information at 
hand. For example, in the case of section 302 loan applications, the 
known factors were the number of applications filed to date, the rate 
at which they have been filed, and the average amount of each appli- 

‘ation. These estimates were reduced, having in mind that there 
would be denials, participation in the loans by the Reconstruction 
Finance Corporation in some instances, and lag in processing of 
applications. 

This procedure was applied to all loan estimates of the four recom- 
mending agencies. In some cases, the agencies were able to specify 
programs of anticipated approvals, such as in nickel, copper, and 
fertilizer. Every effort has been made by the agencies concerned to 
arrive at estimates which were fair and representative of the funds 
that will probably be required. 

The same may be said as to estimates under section 303. In these 
cases, the estimates were even more specific and were presented on 
a program-by-program basis. 

These estimates have been compiled and are presented to you here- 
with. The resulting total figures of about $1.2 billion is not a figure 
which I feel, from my business experience, need be budgeted for at 
this time. Accordingly, I have reduced it further and have rounded 
it out to an even $1 billion. I do not feel that we can spend or commit 
any faster than $1 billion for the balance of the fiscal year. 
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BUSINESS EXPANSION OFFICE, DEFENSE PRODUCTION ADMINISTRATION 


Budget requirements for fiscal year 1951 to carry out provisions of secs. 302 
and 308 of the Defense Production Act as estimated by recommending agencies 
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Sec. 304 existing borrowing authority___._____________--_-__________ 600 
Sec. 304 required additional authority___..-._.--__-__-__________ 1, 186 


Plus contingencies 


Title III of Defense Production Act, approved by Defense Production Adminis- 
trator to date 


Sec. 302, loans: Allocated to Reconstruction Finance. <A total of 
$75 million has been allocated to date to the RFC to provide funds 
for disbursement of loans approved by the Defense Production Ad- 
ministration under see. 8302. To date we have approved 18 loans in 
the amount of $48 million to be paid out of these funds____-_____ $75, 000, 000 
Sec. 303, procurement projects : 
Rubber: Revolving Fund to purchase natural rubber and to re- 
sell to private industry and to the stockpile. The fund is 
necessary to afford interim financing between the time the 
rubber is first purchased and the time is ultimately disposed 
of to the stockpile or to the domestic market____--______--__ 150, 000, 000 
Castor beans: Underwriting of possible losses to Commodity 
Credit Corporation arising out of resale of castor oil to be pro- 
duced from domestic castor beans for aircraft lubricants. 
Sec. 303 (b) permits “* * * purchases or commitments 
to purchase involving higher than currently prevailing market 
prices or anticipated loss on resale,” subject to certain 
combitions <i ...<... : ae 10, COD, 000 
Tin: Revolving fund for tin procurement in world markets. 
This fund is necessary for REC to carry out its function as 
sole tin importer ad a eae i er . 60, 000, 000 
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Title III of Defense Production Act, approved by Defense Production Adminis- 
trator to date—Continued 


Exploration development: Domestic exploration, development 

and mining of critical and strategic minerals and metals. In 

this project, the Government will match funds supplied by the 

applicant who will repay such amounts in the event that his 

DEGIICE: DEOVES- BUCCCSELO) ee pe een een $10, 000, 000 
Aluminum sheet: Procurement of end product required by the 

military, and in short supply, where cut-back in civilian con- 


sumption threatened a shut down of plant___-------------_-_ 5, 700, 000 
Oxygen-free copper: Procurement (Same as aluminum sheet)-_ —_1, 300, 000 
Tungsten: Revolving fund to purchase tungsten in world mar- 

kets and resell to private industry and to stockpile___.______- 14, 000, 000 

RI i a i I a Sa alt Re ES ka Rete Bape 326, 000, 000 


DETAILS BY AGENCY ESTIMATES 


The following information is the result of an evaluation of information sub- 
mitted to this office and of conferences held in response to inquiries, in coopera- 
tion with the Bureau of the Budget: 


Department of Commerce 








SEC. 302 
SE EE ee a a pe pe 300 $1, 100, 000, 000 
Additional applications anticipated by June 30_------- 500 500, 000, 000 
(OA Be tats alee gabe inter ee eon aa Oe 800 1, 600, 000, 000 


The 300 applications on hand include large steel applications. It was esti- 
mated by Commerce that the 500 anticipated applications would average approxi- 
mately $1 million each. Of the total applications received and anticipated, it is 
estimated that more than one-third of the amount in dollars will not obtain 
certification during this fiscal year because of processing lag, allowance for 
denials, and possible RFC participation ; leaving as estimated dollar-wise section 
302 approval of $1,000,000,000. 


SEC. 303 


Machine and cutting-tool production program to result in the produc- 
tion program to result in the production of $350 million of machine 
tools and $90 million of cutting tools. Need for these was certified 
on January 19 by General Harrison as NPA Administrator in the 
light of machine-tool requirements. The program involves sup- 
plying working capital if this cannot be obtained privately, and 
acquiring these tools which cannot find private buyers. Maxi- 
mum funds required for such acquisition is estimated at $100 





million of which, for this year, there will be required__________ $20, 000, 000 
Revolving fund for tin procurement (approved) —~~_--__-_-_______ 60, 000, 000 
ck SR oe ER ROE iF De SEs nh”) Ca ee en ae 80, 000, 000 


SECTION 303 


This fund is necessary for the RFC to carry out its functions as sole tin im- 
porter. The fund may be used to absorb losses on resale if prices abroad are 
higher than domestic ceiling prices. 

NPA has several other prospective projects which may mature in the event 
that materials are allocated. The projects would involve overseas purchases to 
stabilize supply and price. No definite projects have been formulated. 





40 


Department of Interior 


SECTION 302 


Defense Minerals Administration : 
Falconbridge loan for establishment of nickel refinery in Can- 
ada or United States to refine Canadian nickel____-___--__--- $65, 000, 000 
Copper Range Co. and Calumet & Hacla loans for $70,000,000 
and $15,000,000, respectively, for copper expansion. It is 
possible that these loans may not be necessary depending on 
reexamination of copper requirements now being conducted 





OR ORR TR WEEE VIN 6 oY RTE 85, 000, 000 
NS I, NII er nrsesegpinince aera ieee 400, 000 
eee Seen SONS 6, 250, 000 
Ne ae a ae ep aE TS 1, 500, 000 
Ss SEG ener MURR. no erence 4, 000, 000 
DER ROENS DEORICIII FORDE 5 ee ew anes 2, 800, 000 
Additional nickel production loans__--__-----------------~---- 2, 000, 000 
IE: MOUND: OIG ite Se inet aginst eericinrneee 2, 600, 000 
RS BN OI i od pcrimdine ge ieneetetoomeenentinmngs 6, 400, 000 

2 RY Rae ee eae ee Stree eae niey Me PREOL YS 7 OREN BE ES: 175, 950, 000 

NOTE. 


These figures are based on statements of DMA as to those applications which are 
expected to be approved this fiscal year. 


SECTION 303 


DMA expects to procure during fiscal year 1951, the following: 


RE ne NE RET ORR I dd ge Each Cenk $250, 000 
Sis aes msmisinran ini ind nie a gnaeipndligins oe UES 1, 110, 000 
Columbium-Tantalum__-—-__--~~- iat RR ANE RU Pers Reem Lies AES 228 BPS oe 100, 000 
SS EEL EEE Coe PGND SARE Whe Benes Bo} 8 ER Sirsa A 2, 500, 000 
SEAL CONS ER RE ES a aM BES PARSE YTS SPAS TEATS LEBEN ie hr pee EIR 500, 000 

ee ee oath ee a ee 4, 460, 000 


DMA expects to enter into commitments during fiscal year 1951 to procure 
minerals listed below. Commitments will be made at above-market prices to 
encourage marginal mining operations. As a result, it is expected that sub- 
stantial losses will result over a 5-year period. The minerals, the maximum 
commitments, the approximate percentages of anticipated loss, and the antici- 
pated dollar losses, are listed as follows: 


Chromite, $27,000,000, 50 percent__--_-_-----------------_------- $13, 500, 000 
Cobalt 56, seeeen: ae ern. .. nn ee ieee 8, 000,000 
Winoranar,  SAMOO IRD, Bp MOO aan io i etme de 200, 000 
Manganese, $157,000,000, 40 percent_*2--__----___---_--___----__--- 62, 300, 000 


nn TG BU ii a iiss aides ee ta acaas 84, 000, 000 


Added to this $84,500,000 anticipated loss, should be an anticipated turn-over 
factor of 10 percent of the total commitments, or $33,600,000. This amount rep- 
resents a revolving fund to cover the period between purchase and resale. The 
total amount required, therefore, for these commitments is $118,100,000. 

DMA also plans to commit itself for the purchase of aluminum, copper molyb- 
denum, and tungsten at or below market prices. Subsequent disposition of these 
metals may result in losses if market prices fall below levels at which acquired. 
It is expected that DPA will agree to charge Defense Production Act funds with 
any of such contingent liabilities although no specific budget request is being 
made for this fiscal year. The total dollar commitments in each case follow: 


SECTION 303 


Aluminum: Contingent liability on aluminum contract with Alcoa, Reynolds, 
Kaiser, and two smaller companies. Liability would arise here in the event 
that the contracts are terminated at the end of 3 rather than 5 years, to cover 
the unamortized portion of facilities acquired for expanded production. In 
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addition, a maximum liability in the sum of $55,500,000 could result from the 
obligation to purchase aluminum under the agreements, in excess of stockpile 
requirements. $221,500,000. 

Copper: In the event that commitments are made to purchase copper, and 
in the event that the present requirements established by the Munitions Board 
are not decreased (and it is expected that a decrease may result from confer- 
ences in progress between the Munitions Board and the Defense Minerals Ad- 
ministration), and in the event that the price of copper falls below the price 
at which the commitments will be made (below present market), then a con- 
tingent liability may arise in the amount of $366,000,000. 

Molybdenum: Contingent liability on commitments to purchase at below 
market, $112,200,000, 

Tungsten : Contingent liability on commitments to purchase at below market, 
$90,000,000. 

EXPLORATION 


The Administrator has certified a project recommended by the Secretary of 
the Interior for domestic exploration of critical and strategic minerals and metals. 
The Government will match funds supplied by the applicant who will repay 
such amounts in the event that his project is successful. $10,000,000. 


Solid Fuels Administration 


SECTION 302 


Coke: 20 applications totaling $40 million are expected. SFA 

estimates a 25 percent approval, or $10 million. Added to 15 

percent estimated approval of $10.8 coke applications now on 

hand, amounting to $1.6 million, total anticipated approvals for 

Ee de eeeticemeeenyroereriet mageeriome= _.. $11, 600, 000 
Coal: 30 applications totaling $20 million are expected. SFA 

estimates a 5 percent approval, or $1 million. None of the coal 

applications now filed, totaling over $5 million, is expected to 

sd tetlli aman cccin pacinlaceeneeeweeomeen soe 1, 000, 000 


. OREN eae TSU bY alo cerieste rs attoined deaknGe orleans acy neon etiam tA 12, 600, 000 
SECTION 303 
While SFA has no present procurement contracts, it anticipates 
that it will enter into contracts to acquire and resell off-season 
Sniscetite Bue  Wisuiinous Coe) 2, 500, 000 
Petroleum Administration for Defense 
SECTION 302 


PAD anticipates that it will approve during the present fiscal year 
the following loan applications: 


PAT SUBST UPOES 0S BE Ir tos re ee een orn eee RNY See SN oe $12, 000, 000 
10 refining applications (approximately $114 million each)____--_- 15, 000, 000 
i application for terminal facilities... ee 1, 500, 000 

22 || aS WRENN ee SEED Ute oc Ege es oe Ot SE ate oe See ee Re ee aS ca 28, 500, 000 


SECTION 303 
No projects under section 303 anticipated. 
Defense Power Administration 


Does not anticipate any loan applications under section 302 or procurement 
projects under section 303. 
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Defense Fisheries Administration 


One very small loan application has been filed but is not budgeted. 
Interior Department totals: 
Defense Minerals Administration : 





en $165, 950, 000 

Ca Baia i a ang ip aig a Senin 132, 660, 000 
aa ASS, de Me aS PD Tas Ae hee actie Mat ei =) HE Ss LBS $298, 610, 000 

Solid Fuels Administration: 

Sec NI pa ke enna a ed ati ee 12, 600, 000 

OO reattach sar uc anaes oo oosec not 2, 500, 000 
ee ee Pan ee ee 15, 100, 000 
Petroleum Administration: Sec, 302_.....-__- ein ra 28, 500, 000 
(RE ae RR Ts Seat SR alte ea Ae ER ROR RE _.. $42, 210, 000 


Department of Agriculture 
Fertilizer plants: 
Sec. 302: 
a Application on hand expected to be approved. $21, 000, 000 
ec. 302: 
2 additional applications expected to be filed and approved 
before June 30 requiring $20,000,000 each, of which one- 


third would be privately financed____.__-_-__.______- 28, 000, 000 
| IEEE pn cpa maehn Sits A he cre Re Se OE Se 49, 000, 000 


Superphosphate: Agriculture anticipates receipt and ap- 

proval of 3 applications for $2,000,000 each, of which one- 

third would be privately financed_____-___-__-____-__-_ 4, 000, 000 
Agriculture has on hand and expects filing prior to June 

30 of 80 applications which will average $1,000,000 each. 

Applying lag, denial, and possible HFC participation 

factors, it is anticipated that approval in these cases 

Ce | aR mae eee elk learn env Sea Mie Us VS dha LESS eee a 25, 000, 000 


1 Aiea Re a cit aie il SCS Me eT EN Paki We eae 78, 000, 000 
SECTION 303 


Section 303 projects exf&cted during fiscal year 1951 involve guaranties of 
Commodity Credit Corporation projects. CCC either has on hand or will acquire 
agricultural products and hold them for defense purposes. For example, the 
Munitions Board requested CCC to hold all cotton linters on hand as of August 
2. The price as of August 2 averaged 9.4 cents. CCC does not know how long 
it will be required to hold these at the request of the Munitions Board. The 
present price is 15 cents per pound with 21 cents for top grade. In the event that 
CCC must dispose of these ultimately at a price which falls below the August 2 
price, it will suffer a loss. It is against this type of loss that CCC seeks a 
guaranty. <A similar project for castor beans has already been approved, in- 
volving the purchase of castor beans which will be grown domestically under a 
program sponsored by the Department of Agriculture, and the processing of such 
beans into castor oil, an essential lubricant required by the jet program. Listed 
below are the commodities for which CCC will seek approval in the fiscal year 


1951: 

Cotton linteré._._.._.... incase i ec i ilies ts atlas I a Sa $1, 500, 000 
I EY oi ns hn ie Siete bilo 10, 000, 000 
SI A FN a oh gue mabsnicnnial ok Otani ence ndibia en 2, 000, 000 
Pel OOtOeL? oe i eo ee ie a a i 4, 300, 000 


Long-staple cotton_._....-_--......-_ a ings Soe cecil aE dd earls Unknown 
Long-staple cottonseed____-~ SE ne Fe OF Sh OE EAS eR Unknown 


The total contingent liability for all such CCC activities might amount to as 
much as $50,000,000. 





2 
Be 


Sah: Saha 


AP ee 


Ree Sa rr 


1 ple EGE TN RENE Ce i 













































43 


Defense Transport Administration 


oie wre 





SECTION 302 

x DTA has received 24 applications as of February 9 totaling $26,500,000. 
4 It is anticipated that more than 100 additional applications will be received 
i for the balance of the fiscal year, which at an average of $1,000,000 each will total 
“ more than $100,000,000. These applications include expansions for motor-carrier 
3 terminals, storage facilities, and water carriers. Application of lag, denial, and 
bi possible RFC participation factors, results in anticipated total requirements of 
% $78,000,000. 
; General Services Administration 
z SECTION 302 
2 (No authority ) 
SECTION 303 
; Rubber program: This project, already approved, involves a revolv- 
% ing fund of $150,000,000 for the purchase and resale of national 
i rubber to private industry and to the stockpile. The funds are 
3 necessary to afford interim financing between the time the rubber 
: is first purchased and the time it is ultimately disposed of to the 

stockpile or the domestic market______.--_-------_------------ $150, 000, 000 
§ Aluminum sheet procurement (approved) .~--------------- 5, T00, 000 
i Oxygen-free copper procurement (approved) —~-------------_ 1, 300, 000 
2 aaa LORS Bete 0 We aE a a RE 157, 000, 000 
4 
4 Note.—While no anticipated budget requirements were submitted for preclu- 


sive buying, GSA anticipates that it will become involved in such activity: 
i actually, an attempt has already been made to acquire tungsten in Spain and an 
Fa effort is being made to obtain beryl in South America. 
* 


In the report of the Senate Committee on Banking and Currency, it was 
stated that materials could be obtained, even if not immediately needed, for 
domestic or military purposes, “where necessary to preclude other nations from 
securing them.” 

OTHER AGENCIES 


While the Atomic Energy Commission and the Munitions Board are not recom- 
mending or certifying agencies under the law, they have nevertheless been can- 
vassed for possible projects which they might initiate. AEC expects possibly 
$2 million in loans in its field although it has no real basis on which to forecast. 
As for procurement under section 303, it expects that there will be instances but 
states that the requirements for this purpose for the remainder of fiscal year 1951 
would not exceed $500,000. As for installation of equipment, the judgment of 
AEC is that requirements will not exceed $1 million. Information received from 
the Munitions Board indicates that expenditures originating in the Munitions 
Board would be included in the summaries and estimates of other departments. 
In view of the above, and the small possible amounts required on projects origi- 
nating in the AEC, no separate provision has been made for these agencies. 

: Mr. Cannon. Of the original authorization, $326 million has been 
obligated ¢ 

Mr. Harrison. Yes, sir. 

Mr. Cannon. What disposition is to be made of the remaining $274 
million ? 

Mr. Harrison. There is some that is already in process, that has not 

- 5) 

yet been approved. I might illustrate. For example, it seems to me 
we ought to place tool orders for machine tools to be sure we anticipate 
the need for standard machine tools. All the experience tells us,that 
suddenly you discover you want a machine tool, and you have to wait 
a certain interval of time to have it manufactured. So that we are 


a OS ell 
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recommending that a portion of this uncommitted money be made 
available for the placement of tool orders for machine tools, which 
tools, it is thought, when they are constructed and built, will be ordered 
by defense contractors. We feel some funds will have to be obligated 
and committed for that purpose. 


PROcESSING OF APPLICATIONS FOR LOANS 


To illustrate that kind of activity, we have our organization in a 
little better shape now, and we are starting to process the requests for 
loans and to use this money more effectively than we have before. 
That, generally, is the picture. 

Mr. Cannon. Handling those requests for loans and processing 
applications for loans, how do you screen the applicants, and what are 
the steps by which you proceed through the process to obligation? 

Mr. Harrison. If we are talking about some loans in the category 
of section 302, which loans are to be made available either for expand- 
ing facilities or working capital—in other words, generally to help 
along the defense programs—in broad principal, they are loans that 
are approved where it is clear that the person who needs the money 
-annot otherwise obtain the money. That is a broad statement—that 
he cannot obtain the money either from commercial banks or the RFC. 
That is a general statement. We so interpreted the intent of Congress 
when this money was made available. 

Mr. Cannon. Does the question of solvency enter anywhere? 

Mr. Harrison. Yes. We try to make the best appraisal we can. 
Again, as a generalization, most of these people who want money have 
Defense Department contracts. Iam generalizing now, because there 
are exceptions to that. We do try to determine that. Then we antici- 
pate as an administrative matter that the follow-up—the handling or 
the servicing of the loans—will be a function of RFC. 'TWiat is, we do 
not have an organization within our department to service loans. 

Mr. Cannon. Do you or the individual agencies initiate that work 
under section 302? 

Mr. Harrison. The individual agencies initiate it, and we are char- 
acterized as the certifying agency. 

Mr. Cannon. Where do you step in and finally make approval ? 

Mr. Harrison. We have a staff which we have taken over from the 
National Security Resources Board. As you recall, formerly this was 
a responsibility of the National Security Resources Board, and we have 
taken that over with the establishment of the Defense Production 
Administration, and we have a modest staff now in our outfit really 
to analyze the requests and get as much information as we can and 
pass the best judgment that we can. 


PARTICIPATION OF OTHER GOVERNMENT AGENCIES IN LOAN PROGRAM 


Mr. Cannon. Do you make use of any of the other agencies of the 
Government that have similar authority, or is there any liaison between 
you and other agencies with similar authority ¢ 

Mr. Harrison. Yes, sir. What we do as a broad principle is to 
allocate this money for RFC, and the administration is by RFC, al- 
though it comes out of this particular fund. I would like to illustrate, 
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if I may. Take Lone Star Steel, for example. I do not say it is a 
typical case, but it isa large operation. They needed to go + ahead with 
their expansion, in round numbers, $75 million. The RFC, under 
their lending power, felt they could only lend them $50 million. We 
satisfied ourselves that the plant should be built and, as best we could 
analyze it, we satisfied ourselves that it was a good risk. We recom- 
mended that there be made available out of this fund roughly $25 
million to balance out the money. The RFC will administer that loan. 

Mr. Cannon. The RFC made the original loan, and you made the 
supplemental loan ? 

Mr. Harrison. I really do not like to put it this way, but I think 
perhaps the RFC has a first mortgage and this fund has a second 
mortgage. And we so interpret that that was the intent. 

Mr. Cannon. Is your cooperation with other agencies with similar 
powers to yours such that you know in a general way what is pending 
before them in the way of applic ations and they understand in a gen- 
eral way what is before you? 

Mr. Harrison. No, sir; not with relation to these particular loans. 

Mr. Cannon. You do not think that is necessary or essential ? 

Mr. Harrison. It might very well be desirable, but I have no no- 
tion as to what interest it would be to us to know as to the normal flow 
of business into RFC, to take RFC as a lending agency. 

Mr. Cannon. You are interested only in those who cannot get 
money ¢ 

Mr. Harrison. We are interested only in those who cannot get 
money through other channels. 

Mr. Cannon. And who still are entitled to have it ? 

Mr. Harrison. In our judgment plus the judgment of the military 
and the other poeple with whom we consult. 

Mr. Cannon. What is the Department of Defense doing in that 
respect ¢ 

Mr. Harrison. The Department of Defense, again generalizing— 
and this thing is so complex that almost every general statement is 
subject to exceptions—recommends to us that we approve the loans. 
1 think in time it will develop that the Department of Defense them- 
selves will be able to advance some money for working capital on 
contracts they have awarded, which heretofore, for one of a dozen 
different reasons, they have been hesitant to do. 

For example, I think we loaned a fellow $15,000 who had a War 
Department contract, and he could not get supplies and could not 
pay his bills. It was a good contract, and there seemed to be no prac- 

ical way whereby he could get payment in advance. That is the 
type of thing.” 

Mr. Cannon. I wonder if the Bureau of the Budget has a coordi- 
nated loan program. 

Mr. Harrison. I would think so. I would think, as we have visual- 
ized it, that the Congress has set aside a fund of money which means, 
all other sources for getting money having failed, there is an agency 
of the Government to which that applicant can come to get help, and 
we happen to be it. We are using the RFC for what we will say is 
the servicing of those loans, because we do not want to set up a separate 
agency of our own. 





46 


Mr. Woodside is here. He handles that particular group for ws, 
and if there are any detailed questions, I am sure he is better quali- 
fied than I am to answer them. 

Mr. Cannon. As I indicated this morning in my prelimiiiéry state- 
ment, there are other agencies of the Government that have funds for 
this purpose and do use funds for this purpose. For instance, the 
Department of Defense has scattered here and there throughout its 
resources something like $2 billion for this purpose. What is their 
program, and to what extent do they keep you advised, and to what 
extent is there collaboration and cooperation between you and the 
Department of Defense? 

Mr. Harrison. In that respect, none, because in that respect they 
are handling their own business. There is not any particular occa- 
sion and it is only in the cases through some sort of circumstances that 
develop where an individual or corporation cannot get money Enon 
other channels that they come to us. We frequently run back to the 
other departments and try to find out why they conld not get money, 
but I do not see as an administrative matter that it would be—— 

Mr. Cannon. It would not be any advantage? 

Mr. Harrison. I would not think so. I think it would just com- 
plicate it. It would make more reports and other things and would 
serve no useful purpose. The final test to us is can the man get money 
anywhere else, because we are going to husband this fund and try to 
make it go as far as we can, because it is a kind of second and third 
mortgage money. 


NUMBER OF LOAN APPLICATIONS REQUESTED AND ALLOWED 


Mr. Cannon. What percentage of your applications do you service 
in a general way? 

Mr. Harrison. With respect to loans, we have only serviced thus 
far a very modest amount. Actually in numbers, we have only serv- 
iced 18, out of a total of some 350 requests. 

Mr. Woopsine. Four hundred and forty. 

Mr. Cannon. Four hundred and forty is the total number of your 
applications. 

Mr. Harrison. About. 

Mr. Cannon. In all likelihood, by the law of averages, how many 
of the remaining 440 will be favorably acted on? 

Mr. Harrison. I have been trying to get a figuré on that, but I have 
not been able to, because many of them involve requests, we will say, 
for some facility expansion and other things, and the so-called indus- 
try divisions concerned have not felt from the studies thev make them- 
selves that there ought to be expansion in that particular field. But up 
to the present I do not think that is any vardstick. Of the 18 or 19 we 
handled, I think 1 has been denied. My guess is that the best ones 
were picked out, and the ones that were immediately needed, and I do 
not think that is any yardstick at all. 

Mr. Cannon. To what extent do these applications reflect the needs 
of producers? 

Mr. Harrtson. I think I could be most helpful if I just read from 
half a dozen loans. 

Mr. Cannon. Suppose you do that. 
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Mr. Harrison. Here is one of $200,000 to the Marine Aircraft Corp.. 
for working capital to produce fuel tanks for the Air Force under a 
firm contract with the Navy. This was one of the early ones. 

Mr. Cannon. For working capital. Does that mean for material, 
operating expenses, labor, and everything else involved ? 

Mr. Harrison. Yes. 

Mr. Cannon. Does that include overhead ? 

Mr. Harrison. It does include overhead; yes. But I would suspect 
in the case of this contract that he has an order to supply some of those 
tanks 4 months from now, and he cannot get paid until he delivers the 
tanks. In the meantime, he has to pay his labor bill, his telephone bill, 

his light bill, and he has to have working ¢ ‘apital. 

There is another one here of $52,000 for the Champion Canvas 
Supply Co., of St. Louis. This comp iny manufactures canvas prod- 
ucts, and funds have been advanced to be used solely for working 
capital to enable the company to manufacture canvas sea bags under 
a firm contract with the Navy. They want 50,000 sea bags and certain 
mattress covers which the Navy insists be delivered at the earliest 
possible date. 

Mr. Cannon. In a case like that, there is no possibility whatever of 
loss, because at the time of the delivery of those sea bags, in paying 
for them, you withhold the amount of the loan; do you not? 

Mr. Harrison. No; we would not withhold the amount of the loan. 

Mr. Cannon. But if they were delinquent on past contracts 

Mr. Harrison. The RFC services these loans, and I am sure they 
would follow through to be sure they got the money. 

Mr. Cannon. About your only care, then, is in making the loan ? 

Mr. Harrison. Scrutinizing the loan. 

Mr. Cannon. And following the loan through and collecting the 
loan is not a part of your obligations? 

Mr. Harrison. No. That is what we call servicing. We do not 
want to build up an organization to attempt to do that. 

Mr. Cannon. At the same time, you would not be ina position where 
vou might be so uninformed as to conditions that you might make a 
joan to a company that was in arrears on: other obligations? 

Mr. Harrison. Oh, no. For example, here is one loan of $2 5,000 to 
a truck body and equipment company to provide an amount of work- 
ing capital under an Army contract. Here is another one for $15,000 
up in Boston, Mass., to a manufacturer of men’s clothing for working 
capital to permit the borrower to complete the production of 25,000 
Army field jackets. 





LOANS OBTAINED FROM COMMERCIAL BANKS 


I think, as a practical matter, as time goes on arrangements have: 
to be made by the Defense Department to work out the availability of 
working capital for these specific contractors. You remember in the 
last war an arrangement was made whereby V loans could be obtained 
from commercial banks pretty much for this kind of working capital. 
1 think we are kind of in the throes of resorting to expedients. on those 
things until a sound basis can be provided, because I do not see why a 
man who might get an Army or Navy cont ‘act cannot. borrow money at 
a bank. 


80820—51—pt. 1 ~4 
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Mr. Cannon. All banks have a lot of money these days that they 
would like to lend at a reasonable rate of interest. 

Mr. Harrison. I suspect these are the marginal fellows. There is 
no question about that. 

Mr. Cannon. What is the rate of interest you expect to secure? Is it 
as great or greater than the amount the banks would secure if they 
invested in Government bonds? 

Mr. Harrison. No. As a rule, it is greater, and if they were good 
credit risks, they could borrow from the banks at a lower rate, I am 
sure. 

Mr. Cannon. So far as the banks are concerned, this is a highly 
desirable form of investment ? 

Mr. Harrison. I would be afraid this particular fellow who has a 
contract up in Boston to complete some of those field jackets could 
not get the money from a bank. 

Mr. Cannon. The bank would consider the risk greater than the 
opportunity to draw a high rate of interest from their investment ? 

Mr. Harrison. I would think so. My recollection is that these run 
between 41% and 5 percent. 

Mr. Woopsipe. The most of them are 5. 

Mr. Harrison. Again, we are guided by the RFC with respect to 
rates. 

Mr. Cannon. As a matter of fact, then, you hardly consider them 
from the banking point of view; all you do is to consider the need 
and supply the need so as to procure production ? 

Mr. Harrison. Right. And I must say we resolve all doubts in 
favor of the necessity of getting the product in the defense effort, and 
as I interpret it, Congress recognized there might be some risks in these 
things. I do not mean we are not prudent about it. 


WORKING ARRANGEMENTS WITH OTHER GOVERNMENT AGENCIES 


Mr. Cannon. What working relation have you with the RFC or 
other agencies for servicing these loans and eventually collecting 
them ? 

Mr. Harrison. We have what we consider a day-to-day relation- 
ship. For example, I personally was involved in some of the larger 
ones. 

Mr. Cannon. And if there seemed to be a need for funds to expedite 
production, that alone would not persuade you to make the loan if 
your corresponding agency in the Government advised you there was 
a likelihood that the loan would not be repaid ? 

Mr. Harrison. That is right. I want to get back to this one of the 
steel company. I sat in recently with Chairman Harber on this, and 
I said, “Why is it that you fellows don’t take the full amount?” 
He quoted a lot of statutes and a lot of rules and said, “Under our 
rules we can only go up to $50,000,000, even though we agree with 
you, after your studies, that we think this is a good risk.” We bat 
those things back and forth, but I guess they are not going to take 
second mortgages. 


EstrmMatrep REQUIREMENTS FOR 1951 


Mr. Cannon. What are your requirements at the present time? 
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Mr. Harrison. We have relt, after adding up all agency require- 
ments, that it came to a program of $1,200,000,000 for the balance of 
this fiscal year, and of the additional $1,200, 000,000, we are asking for 
$1,000,000,000; that is, we are rounding it off. 

Mr. Cannon. You say you are asking for $1,000,000,000. How 
long will that $1,000,000,000 last you? 

Mr. Harrison. We anticipate it will be expended by the end of the 
fiscal year, on June 30. 
May I explain one or two things? 
Mr. Cannon. Yes. 


PROCUREMENT OF MATERIALS 


Mr. Harrison. Take the case of rubber. We have allocated $150,- 
(000,000 out of this money to the General Services Administration for 
the procurement of natural rubber. GSA has had this money for 70 
days. They have committed about $90,000,000 of it, which is to buy 
rubber for future delivery, and actually they have resold only $2,000,- 
000 worth of rubber in those 70 days. SoI would guess that the rubber 
money, as a revolving fund, may be somewhere near $100,000,000, 
Even so, we have allowed $150,000,000 for that purpose, because in 
any one month it might run up. 

In the case of tin, an arrangement has been worked out where the 
Government will buy all of the tin for both domestic use and stock- 
piling. We figure there will be about 5,000 tons of tin a month bought. 
At $4,000 a ton, we need about $20 million, because the average turn- 
over is 214 to 3 months. We do not anticipate there will be any sub- 
stantial loss of that money; nonetheless, it is money committed, and 
we have to assume it is out of this fund. 

We visualize, as materials get scarcer, like tungsten and some other 
things, it will prove to be sound to have Government procurement of 
those, items, and we will need gobs of money, so to speak, to revolve 
them, I do not think it was ever visualized at the time these funds 
were granted that the Government would be so quickly into the matter 
of buying. I may be wrong on that, but in glancing through the back 
history of it, I do not recall seeing anything to indicate that. It has 
just been the recent developments and the price situation that has 
brought about the desirability of Government buying. 

Mr. Cannon. The $1 billion will supply your needs for the re- 
mainder of this fiscal year? 

Mr. Harrison. Yes, sir. I think if you plan to examine the so-called 
delegate agencies who are asking for this money, they might be in- 
sistent upon thinking they need some more. But you have to take 
some of these things as a matter of judgment and recognize the drag 
of time in processing applications, and so forth. I could not say, if 
somebody was disposed to change that figure, they would be right or 
wrong. 


SECTION 303 (d) 


Mr. Cannon. What are your plans in administering and carrying 
out section 308 (d) ? 

Mr. Harrison. Would you be good enough to tell me what that sec- 
tion is? 


O 


Mr. Cannon. That has to do with the installation of additional 
<< facilities, and so forth, at plants and factories owned by 
the United States Government and to install Government-owned 
equipment in plants and factories owned by private persons. 

Mr. Harrison. Let us take a concrete case. Let us take somebody 
who has an Army contract and needs some machine tools. That would 
be the type of case, I would hope. 

Mr. Cannon. This is the installation of these facilities either in 
Government factories or Government-owned facilities in private 
factories. 

Mr. Harrison. If it were in Government factories—take the arse- 
nals or take the ordnance plant up in Philadelphia: They would not 
be involved. They will have to get their own money to buy tools. 

Mr. Cannon. That would not come under you? 

Mr. Harrison. I would not think so. 

Mr. Woonsipr. No. 

Mr. Cannon. Why, then, this provision here? 

Mr. Harrison. There may wih be types of contracts—and I can 
illustrate. Suppose we conclude in the aluminum expansion program 
that they need more presses to stamp or press out aluminum and sup- 
pose they are a type of presses that seem to have no commercial use. 
We may decide that those presses ought to be available and we ought 
to get started on manufacturing those presses. That will have to be 
a Government risk. After that press is bought and finally located in 
somebody’s plant, what we coil do would be to assign the responsi- 
bility for charging that press to the particular Army service that 
would be using that particular plant. In this particular case it would 
be the Air Force. I mean that is the type of thing we would be doing. 

Mr. Cannon. I think that is clear. 


EXPLORATION DEVELOPMENT 


What is your policy for exploration development ? 

Mr. Harrison. I might revert to answering that in a broad sense. 
I would like to approach it in this way: This country is short of what 
we will call resources. That is, it 1s short of steel; it is short of 
aluminum; it is short of copper; it is short of zinc. It is short of 
practically all of the basic metals and many of the minerals that go 
not only into war production but also into continuing the higher level 
of our civilian economy. The rate at which this country was operating 
in the last 6 months of 1950 was a faster rate than the economy coald 
support. In other words, we were using more copper, using more 
steel, using more lead and zinc and everything else than we were pro- 
ducing. We were taking it out of our inventories, and the situation 
developed in November and December where inventories, again as a 
generalization, were down to zero, so that we were consuming at a 
rate faster than we were producing, and I question very seriously 
whether we could have continued at that rate for very long. We 
overconsumed almost everything in the material field. Take sulfur, 
for example, that pumped out above the ground was inadequate. The 
stockpile was pulled down. 

I remember one set of figures on copper. We consumed 900,000-odd 
tons in the last 6 months of 1950, and we produced 800,000 tons. We 
pulled every ton of copper out of the pipeline. 
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We consumed more nickel than we produced. 
So what we need and what we are concentrating on is more of the 
basic metals and minerals that we know to be in short supply, and 
they all are. 

I was very much interested in your question this morning with 
respect to the expansion of resources. The first day I happened to 
come down to work here, which was in the middle of September, Secre- 
tary Sawyer had called a meeting of the steel companies together to 
find out what they were doing with respect to expanding steel pro- 
duction. The reason the steel program is now so well advanced is 
that it was started last summer. And that has been so with respect 
to aluminum. It has been true with respect to all of the basic metals, 
and a tremendous amount of work has been done in the field of getting 
started on expanding our resources. 


STRATEGIC AND CRITICAL MATERIALS 


Mr. Tuomas. May I interrupt to say that last year we gave the 
stockpiling crowd—Jess Larson’s set-up—slight over $3,000,000,000. 
This fund you have here is for domestic production in contr adistine- 
tion to that $3,000,000,000 that he is going to spend for foreign pur- 
chases; is it not? 

Mr. Harrison. Yes. It has no relation to stockpiling at all. 

Mr. Tuomas. Why not? In the Department of the Interior, there 
is about $348,000,000 for that purpose. 

Mr. Harrison. No; nothing in relation to stockpiling. 

Mr. Tuomas. I thought the chairman (Mr. Cannon) asked you 
about mining operations and procuring critical and strategic materials. 

Mr. Harrison. That is part of this whole program. 

Mr. Cannon. Here is a statement in the justifications that the Ad- 
ministrator of Defense Production recommended to the Secretary of 
the Interior—for domestic exploration of critical and strategic mate- 
rials and metals. That does not deal with the stockpile; it is domestic 
production—every dollar of that. It is very evident that we need 
additional supplies of those strategic materials, these rare metals. The 
plan is for you to match funds with them. You do not, under any 
circumstances, supply the entire amount; you only supply one-half 
of it, and if it turns out to be a failure, if you do not find the metal, 
you lose that money, as I understand; the Government loses that 
money. 

Mr. Harrison. That is right. 

Mr. Cannon. On the other hand, if the exploration is a success 
and does pay dividends, the private industry to whom you supplied 
a grubstake, with whom you went in partnership, in effect, and to 
whom you furnished half of the money repays that which the Govern- 
ment supplied. Is that correct ? 

Mr. Harrison. Frankly, 1 do not know, because we have just made 
$10 million ayailable to the Department of the Interior, under Dr. 
Boyd, for this development. 

Mr. Cannon. You do not know what the policy of exploration is? 

Mr. Harrison. Yes. But they have not processed any cases under 
that, and 1 do not know what the particular approach will be. 

Mr. Cannon. Under those circumstances, according to this, could 
you supply more than half of the capital, no matter how attractive 
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the ere osition seemed to be or how short of funds the entrepreneur 
was? You could not supply more than half of the money; could you? 

Mr. Harrison. The reason I answered in the negative was this: 
I think basically we have to take the position that those particular 
resources ought to be explored if, in the judgment of the Department 
of the Interior, it is necessary to explore them in the interest of the 
defense effort. Now, in the most of those cases, the individual, who- 
ever has the development, will rarely have working capital or rarely 
have much opportunity to create working capital, and I can visualize 
cases where the Department of the Interior well may recommend put- 
ting up substantially all of the working capital to go in and develop 
the thing. 

I think it would be very difficult to develop some fixed rules on that. 

Mr. Cannon. Undoubtedly, so far as I can see, the indication here 
is for the Government to take chances—or is it ? 

Mr. Harrison. I have not gotten myself around to the point of 
understanding how the Government will profit on the results of some 
of these things. 

Mr. Woodside whispers in my ear, if he might be permitted to make 
an observation, he might be able to throw some light on that. 

Mr. Cannon. I take it for granted that the Department of the 
Interior would be in a position to throw some light on it. 

Mr. Harrison. Yes. 

Mr. Cannon. So, when we reach you, we will take it up. We will 
just discuss this with you in a general sort of way at this time. 


CONTROL ON WAR MATERIALS AND PROPERTY 


Mr. Kirwan. What I want to ask may not come under your Depart- 
ment or Division, but again looking back on the last world war, the 
United States Government built a plant at Provo, Utah, at a cost of 
$200 million, and sold it to United States Steel after the war. Now, 
any child in the first grade would know the only one who could oper- 
ate the steel plant would not be a peanut vendor-but would be United 
States Steel. 

Why do we do those things? 

Mr. Harrison. At the present time, as you know, all of the ex- 
ansion is being carried on with private financing. Again, I do not 
now. 

Mr. Kirwan. I am only asking now if someone is being designated 

to watch that. 

Mr. Harrison. That is being done. 

Mr. Kirwan. I remember a publication that was sent to Members 
advertising what was for sale after the war came to an end. The 
Navy, I think, had 11,000,000 dozen oyster forks. Now, if they ever 
served oysters to anybody in the Navy, he never would get a fork 
with them; he would have to use his spoon. Nevertheless, they had 
11,000,000 dozen oyster forks for sale. 

Is anybody down there trying to see that every salesman in America 
is not going to sell a bigger bundle of goods in this war than he did 
in the last / 

Mr. Harrison. First, with respect to building facilities thus far, 
all of the facilities have been built under private financing. What 
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was done was that the Government has renaered help through allow- 
ing accelerated depreciation. That is the form of help, which is com- 
parable to the way it was done in the last war. The way it was done 
in the last war was that the Government built the plant and hired 
private companies for operators. I do not think it would be wise at 
this moment to establish a rule saying there may not come a time when 
that would not be necessary. 

Mr. Kirwan. I do not look on it in that light. They built a $200,- 
000,000 steel plant when any child would know the to would not 
be finished in time to be of any benefit to the war effort, and it never 
did produce a ton of steel. That is what I mean. And they wasted 
the steel that was used there. They did not waste it, but they took 
it from some essential point. 

Mr. Harrison. During the building period. 

Mr. Kirwan. During the building period, when anyone would 
know it was not going ‘to help the war. If they wanted to help the 
war, they could have taken two old blast furnaces, like Sheet and 
Tube, and Youngstown, where they had the room, where they had the 
car tracks and had ev erything already there. But why did they take 
$200,000,000 and dump it in the interior of Utah? I again say nobody 
could operate it where it was except United States Steel. They were 
the only ones big enough. They paid $20,000,000 for something that 
cost the Government $200,000,000. 

Mr. Harrison. There are none of those operations now. 

Mr. Kirwan. I hope there is none of those operations now. ‘That 
is like the oyster forks. 

Now, I happen to be chairman of the Interior appropriations sub- 
committee, and I never knew of Jim Boyd at any time asking for 
$1,000,000 for use in the search for minerals, but all of a sudden some- 
body comes along and says he needs $10,000,000 for this purpose. 
Why did not Mr. ‘Boyd say in the last 3 years, “Minerals are down so 
low that we need $10,000,000"? At this time there is $10,000,000 
placed in his lap with which to go out and search for minerals, 
when we could have done the job for half of that in the last 3 years. 
And surely there was the need for it. You said we used, I wil] just 
say roughly, 100,000 tons of whatever it was of nickel and we were 
only pr oducing 7 75,000 tons. So they did know or should have known 
these facts, if they are in a responsible position like the head of the 
Bureau of Mines. But here all of a sudden we take some people from 
the outside world into the Government who say “You must have 
$10,000,000, and you have to take this and go out and search for 
minerals,” when down through the years that was supposed to be 
his responsibility. 

Mr. Harrison. Let us take a situation like manganese. We have 
been dependent completely on manganese from behind the iron cur- 
tain, from Africa, and from part “of South America Manganese 
is the lifeblood of steel. We know of no way to continue to make 
steel without manganese. Now we must explore and develop what- 
ever possible sources we have for manganese in this country. There 
may not have been the need a year ago to consider that. 

Mr. Kirwan. There was not the need a ayearago. I agree with you. 
What I am trying to drive home is why waste the $10,000,000, "We 
know now and knew a year ago and knew 2 years ago that we have 
a process of reclaiming manganese from the slag dumps that is 
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cheaper than getting it shipped by water, and why did not we get 
it there ¢ ; 

Mr. Harrison. All I know about it is that I am advised by the 
experts who are working in that field that it is considerably more 
expensive, and that is the reason it has not been done. 

r. Kirwan. As you say, it may be a little more expensive—— 

Mr. Harrison. No; I understand it is substantially more. 

Mr. Kirwan. It is not substantially more, because they can take 
14 or 18 percent manganese, as they have indicated, out of any slag 
dump in America and recover two other minerals that are in there at 
the same time. ahey 

Mr. Harrison. I certainly think we would be very remiss in our 
fundamental obligations if we did not explore our own resources, 

Mr. Kirwan. That is what I mean. Now, you are coming back to 
answer my question. Now we dump $10,000,000 in there, and then 
come down the Ohio where you are going to dump an additional 
$2,500,000 in the city of Pittsburgh in research on manganese, which 
is very expensive: . 

Mr. Harrison. Let me explain that. Let us take the stockpile of 
rubber, tin, and other things. When it might have been possible to 
purchase them in 1947 and 1948——— 

Mr. Kirwan. That has been part of my job, and again I say in the 
last war they had a process for manganese, and a lot of plants don’t 
want that; they don’t want stockpiling and never did. They said 
their method was the better way. That is better for them but not for 
the Nation. 

Mr. Harrison. But, broadly, I would think the national situation is 
such that, of necessity, we must explore our own resources in the 
minerals field. 

Mr. Kirwan. I agree with you. You are saying what I am saying. 
I presented bills to Congress 2 years ago, and I apologized to Congress. 
I said on the floor of Congress, “I am apologizing that this bill is only 
3700,000,000 when it should be $2,000,000,000.” But what happened ? 
I asked the Secretary of the Interior when he presented his side just 
2 weeks ago, “What certificates of necessity have you been asked to 
sign?” and he said, “People won’t buy $2,000,000,000.” 

Well, I said 2 years ago on the floor of Congress I tried to do that, 
and every time I went to ask for an extra $20 billion the whole Nation 
started hollering, “You must balance the budget.” 

Mr. Harrison. That is right. 

Mr. Kirwan. That was done by people who knew nothing at all 
about it, nothing at all. 

Mr. Harrison. That is right. 

Mr. Kirwan. I am only asking questions along this line so that 
when you see somebody who is going to sell 11 million dozen oyster 
forks to the Government you will at least say we do not need them, or 
if they are going to build a huge steel plant out in the desert some- 
where to sell to somebody after it is over, tell them “No.” because we 
can save a lot of money that way 

Mr. Harrison. I am sure we can. 

Mr. Cannon. Mr. Whitten. 
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PROGRAM OF DEFENSE PRopUCTION ADMINISTRATION 


Mr. Wuirren. I have listened with a whole lot of interest, and I 
think you certainly show a grasp of your particular job. Now, briefly, 
I would like to know what is your purpose ? 

Mr. Harrison. Briefly, sir, it is this, when the defense program 
was started under the Defense Production Act the President dele- 
gated to the established agencies of Government the functions under 
the Defense Act that ordinarily would be carried out by those regular 
Government agencies, in the Department of Commerce, for example, 
the things having to do with industry, and the Department of the 
Interior, the things having to do with minerals, mines, and so forth, 
and we functioned in that manner with day-to-day consultation and 
coordination and discussion until the time Mr. Wilson’s office was 
established, which was the Defense Mobilization Office. 

Then, in order to carry out his responsibilities in the field of mate- 
rial as contrasted with the economic field, he established the Defense 
Production Administration, which is the job that I am presently 
Administrator of. My responsibility is twofold, one, basically, it 1s 
to take the requirements for resources, to study the resources and al- 
locate the resources. That is broadly our function there. I am talk- 
ing about it to the extent that we take copper, aluminum, steel, chemi- 

‘als, and so forth, and we perform that function for competing agen- 
cies for material such as the ICC, which requires steel for freight 
cars, the Defense Department’s steel for all of their needs, the Atomic 
Energy Commission with its needs for steel, and the power group 
for material that they use. We accumulate those requirements and 
then try to exercise an adjustment as to who would get what. We 
call that a requirements job. That job has heretofore, prior to the 
establishment of the Defense Production Agency, handled by the 
National Security Resources Board, and handled by the National Pro- 
duction Authority, and our staff is constituted of people basically 
transferred from those two agencies, and there is no overlapping of 
functions. That is one of our responsibilities. The other part of our 
responsibility is to supervise, control, and coordinate the material 
functions that are in the regular Government departments. 

Mr. Wuirren. Your particular agency does not determine the 
amount of requirements? The requirements in a particular field are 
determined by some other group, perhaps Mr. Wilson’s ¢ 

Mr. Harrison. No; by the respective groups in the different depart- 
ments. For example, in the Department of the Interior, the Bureau 
of Mines, for example, which will develop how much it needs in the 
way of steel, logs, and all of the things needed to keep the mining 
industry going. Then the power group will develop how much it 
needs by way of copper, lead, and zinc to keep the power of the Na- 
tion going. They are made up into what we call programs. Now, 
those programs are submitted to our requirements group. Our re- 
quirements group really tries to analyze them, and then distributes 

the shortage, because that is really what it is, and that is a terribly 
important function. That is the operating part of our job. Then I 
set forth part of our job which is the direction, coordination, and 
supervision of these other agencies. 
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EXPANSION OF ALUMINUM INDUSTRY 


Mr. Wuirren. Take the expansion of the aluminum industry, and I 
make no claim of knowing anything about it, but I was wondering 
whether before you expand a plant which, in effect, the Federal Gov- 
ernment will build, in that you allow them to depreciate it at a speed- 
ed-up rate, where you are taking most of the risk involved, do you have 
any say there as to whether the use of aluminum for domestic pur- 
poses shall be scaled down so that your present productive capacity 
will meet military needs, and the remainder will be used by the civilian 
economy, or would you just add to your total production to the point 
of meeting the civilian needs, plus military needs? 

Mr. Harrison. I have the basic responsibility for that, yes. 

Mr. Wuirren. You see what I am talking about. There is always 
the question of whether it is better to cut down on the domestic use 
so as to meet your military needs from the present production, or 
whether it is better to expand the production to meet your needs that 
exist during the emergency and be left with the plant after meeting 
both needs. 

Mr. Harrison. My office has the final responsibility with respect to 
reaching that decision, and we reach it on the facts which might be 
available, and like most everything else, the facts spell out the answer. 
When you get the facts you usually do not have to do very much about 
it. All of the facts in the case of aluminum are simply these: How 
much aluminum is needed for the Defense Department for the next 
year. How much is needed by the Atomic Energy Commission, and 
three or four other things we must carry on. Allright; we get that, and 
figure out how much aluminum has been used over past years by the 
so-called civilian economy, and we try to make a balanced judgment 
on how much the aluminum capacity of this country ought to be ex- 
panded. We have to make that determination, that is made by us. 

Mr. Wuirren. I used aluminum by way of illustration. 

Mr. Harrison. Yes, I think it is a fine illustration. 

Mr. Wurrren. The next thing is, does your job go beyond this, hav- 
ing made the determination about aluminum, the expansion of its 
production, then is it your job to seek out those companies or those 
people who can best expand this production? Aluminum would be 
very simple as there are very few people in it, but with regard to 
other things, is it your job to determine how you can best expand this 
production ¢ 

Mr. Harrison. Administratively it is done in the case of aluminum 
by the Department of the Interior, under Dr. Boyd. In other words, 
there has been assigned to the Interior Department certain basic re- 
sponsibilities. Aluminum happens to be one, and in the National 
Production Authority it happens to be steel, and it is their job to go 
out and seek what is the best and most practical means of developing 
that, and I will be in frequent consultation and day-by-day discussion 
with them as the operating agency in those two cases, NPA, and then 
I have the over-all responsibility. 
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PRODUCTION LOANS 


Mr. Wutrren. Then I notice you go into production loans in the 
case of production where, in several instances, you have made advances 
of money with which to operate. 

Mr. Harrison. Yes, sir, working capital. 

Mr. Wurrren. W orking capital ? 

Mr. Harrison. And construction money in some cases. 

Mr. Wuirren. Do you look into those contractors to start with and 
see if there are not other contractors who would require this advance 
of money? Whose job is that? 

Mr. Harrison. Part of that j job is with the operating agency. I can 

say, “No,” that you never really explore every possibility. 

Mr. Wuirren. You are charged with certain responsibility, but 
did I understand you correctly to say that while you have to go in 
at the insistence of an operating agency in appropriate cases and ad- 

vance working capital that you do not have the responsibility of col- 
lecting that money, and so far as you are concerned that money is gone, 
and whether it is repaid or retained, and that the Federal Government 
has agreed to pay those fellows under contract and that is over, aside 
from and beyond your activities? 

Mr. Harrison. I am awfully sorry if I left you under that impres- 
sion. I said that the responsibility was delegated by me to the RFC 
as fiscal agent in an attempt to use existing Gover nment agencies so 
that we would not be duplicating the work of those agencies, and I 
thought that the most effective way that I could discharge that respon- 
sibility was by using the RFC which has a trained group of people 
on that. 

Mr. Wnuirren. I will not quarrel with you about the day-to-day 
servicing of it. 

Do you not believe that the best man to be sure that advances are 
paid is the man who does the paying! If it is a Navy contract, for 
instance, would it not be better for you to transfer those advances over 
to them so that they would be with them? The reason I ask this is 
because considerable amounts of money were lost in this very type of 
operation during the last war. 

Mr. Harrison. You may recall I said that I could not quite under- 
stand why it was necessary to make these working capital loans to 
these fellows who had contracts. Where I think this ought to be 
handled is by the Defense Departments through the medium, if 
necessary, of advance payments. The way you have to operate today 
is you have to wait for 30, 60, or 90 days to find whether the Defense 
Department can advance this man some money to make his tests. 

Mr. Wurrren. General, you strike me as being on the ball, and do 
not misunderstand me, but it has been my obser vation since I have been 
here that we waste about three times as much in defense work as we 
use in all the other operations of Government, and part of the reason 

is just what you indicated, we give a man responsibility for a given 
segment and we do not tie the various parts in to the objective with 
him. 

Coming back to how much money you loan out, that is not deter- 
mined by. you, but by Commerce, the Department of the Interior, and 
the regular departments of the Government ? 

Mr. Harrison. That is right, however, we have the final approval. 
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Mr. Wuttren. And vou have no way of telling us how much of this 


is work that they have been seeking to do all the time, and under the 
guise of national defense they come in and tell you how much money 
they want. In other words, you tell them what it is you want, what- 
ever it is in the way of minerals and your entire problem. 

Mr. Harrison. That is right. 

Mr. Wuirren. They tell you that they would be willing to do it you 
advance the money for it. 

Mr. Harrison. Yes, to get those minerals. 

Mr. Wuirren. That is right. 

Mr. Harrison. There was a reference made here this morning about: 
the equality of sacrifice, and that is basically what we are talking 
about, whether all of the citizens are willing to carry this weak 
through, or do it ina way whereby none of us benefit by it, but human 
nature being as it is, I am very sympathetic to what you are talking 
about. 


Mr. Wuirren. The Federal Government having 2,300,000 people 


employed, I think that the thing to do is to say to agriculture, for in- 
stance, “Here is what we need to do, you have 60,000 or 70,000 em- 
ployees to do this job, and let the other ones do the rest of it,” but, 
apparently, and judging by this year’s budget and all of the requests 
coming in they are operating in the departments the same as last 
year, and all of your work is followed on:through in each job and in 
addition the funds that they have been denied for a specific purpose 
show up later in the name of national defense. 


ALLOTMENT FOR MINERALS 


There is $10,000,000 here for minerals. 

Mr. Tuomas. How much? 

Mr. Wutrren. $10,000,000 for exploration, I am starting off on the 
exploration. 

Mr. Tuomas. It is $300,000,000. 

Mr. Wuirren. I am talking about the initial start, which is $10,- 
000,000. We agree that we need minerals and that we need rubber. 
The question is what we will get for the $10,000,000. Can they spend 
that amount advantageously, or would $100,000,000 do any good, or 
can they just spend $1,000,000% I am trying to find out whether you 
have any knowledge of it, or whether you are entirely dependent on 
what the Department of the Interior tells you. 

Mr. Harrison. Yes; basically I am dependent, in this instance, on 
the Bureau of Mines. 

Mr. Wuirren. That is right. 

Mr. Harrison. I do not think it would be wise for me to set up. 
an organization within our organization to try to duplicate that. 

Mr. Wuirren. General, I hope you understand my approach to this. 
T am not intimating you should at all. I am just trying to picture 
how fully this subcommittee should go into these various activities 
with these departments. You know the way they do it. They say, 
“This is national defense, and, therefore, vou have to give it, and we 
need it.” We want to see whether it is going to get us anything 
after we give it, and you bring us right back to the agency to which 
the money goes, do you not / 

Mr. Harrison. That is right. 

Mr. Wuirren. That is all. 

Mr, Cannon. Mr. Fogarty. 
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SMALL Business Loans 


Mr. Fogarty. Mr. Harrison, you said that you had 400 and some 
applications for loans under section 302. 

Mr. Harrison. Yes, four-hundred-odd. 

Mr. Fogarty. And that you had approved 18 of that 400? 

Mr. Harrison. Yes, sir. 

Mr. Focarry. Do you know what percent of the applications for 
loans come from small business ? 

Mr. Harrison. One hundred percent of them, sir. I would like 
to go on and explain that that we have considered, for example, the 
Lone Star Steel Mill in Texas, which is the equivalent of a small 
business, because it was a new business, a comparatively small plant, 
and when this money is advanced it will be a big one. As I go 
through the whole list of loans, I would say almost exclusively that 
they were made for small business. 

Mr. Foearry. What do you term “small business” ? 

Mr. Harrison. Commonly we have been talking about those organ- 
izations with 500 employees or under. 

Mr. Focarry. Under 500? 

Mr. Harrison. Yes; and some of these have been down to very 
small numbers of employees. 

Mr. Focarry. Have you made any plans to channel some of this 
work into small business and small plants throughout the country? 

Mr. Harrison. Basically the responsibility for placing contracts 
rests with those agencies of Government who have been given money 
by Congress to spend respectively. That happens to be chiefly the 
Departments of Defense and the Atomic Energy Commission that 
as such do not place any business with anybody. We have no money, 
and I would like to start with that. 

Within the Department of Defense there has been a great deal 
of attention and emphasis placed on spreading the load. I have 
established in my office a Deputy Administrator whose responsibility 
it will be to see that that broad policy is implemented. We are doing, 
and we will need a fully effective job and, of course, this is the kind 
of a job that one never does fully effectively, but a tremendous amount 
has already been done. 

Now, you asked Mr. Wilson this morning as to a knowledge of the 
breakdown of the $5,000,000,000 that was authorized for expenditure 
in January. I do not happen to have those figures available. They 
are available here, but I do not happen to have them here with me, 
and if I had known of your interest in them I would have had that 
information with me. 

Mr. Focarry. The last report I read from the Small Business Com- 
mittee set up by the House of Representatives said that 98 and some 
tenths percent of the contracts let for the defense effort have gone 
to prime contractors, and that small business has been practically 
frozen out. That is the report of this committee on February 24. 

Mr. Harrison. I wonder if the committee would be interested in 
having me get the facts as they are currently available. I am sure 
they are available through January. I do not think they are avail- 
able yet for February as to what has been done. 

Mr. Foaarry. Yes; I would like to have the facts in the record. 

Mr. Harrison. I think the percentages are very frequently mislead- 
ing, and I think what you would be interested in is the dollars and 
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the things that have taken place. I think we should emphasize the 
extent of subcontracting. Basically much of the small business will 
come through subcontracting. 

Mr. Focarry. They can subcontract with General Motors or Gen- 
eral Electric, and some of it will go to small business, and they can 
subcontract with big business also. 

Mr. Harrison. Yes: that is true. Now, business that employs 500 
people is a pretty good-sized business. 

Mr. Focarry. Some of these so-called small businesses are big busi- 
ness, In my opinion. 

Mr. Harrtson. But that is where, as you recall, the so-called divid- 
ing line has been placed. It has been established for quite some time. 

Mr. Focarry. What authori ity does your Deputy Administrator for 
small business have ?. 

Mr. Harrison. His responsibility is in the field of insuring that— 
what do you mean / 

Mr. Focarry. What authority does he have? 

Mr. Harrison. When you say authority I find myself a little bit 
confused because authority comes from knowledge and acceptance of 
that knowledge and confidence in it by other people rather than author- 
ity written on a piece of paper. If you use authority in the sense of 
authority written on a piece of paper, that authority is in the hands, 
I understand, of the : agency. 

Mr. Focarry. What can this Deputy Aduninistentios do then ? 

Mr. Harrtson. What can he do? 

Mr. Fogarry. Yes; what can he do for small business ? 

Mr. Harrison. My deputy is now working principally with the 
Defense Department getting the facts. Then he has the authority 
of my office, and my authority to insure that everything possible is 
being done to help small business. Again, we have only been in busi- 
ness about a month now, and it is just starting, and we are getting some 
factual data together which I hope will be currently available, but 
which is not now available. However, I think we have all of the 
authority in the sense you spoke of to see that small business is looked 
after in the defense effort. 

Mr. Foearry. I am getting as much mail now as I received in the 
last days of the World War from small-business men in my particu- 
lar section of the country stating that they do not even have a chance 
to bid, that all of these contracts are negotiated for a fixed fee, or 
negotiated for a fixed price and, naturally, they do not even get a 
chance to bid on them. They learn that this contract has been given 
to this woolen mill or to this manufacturer of tools and small business 
does not have any chance to bid on these contracts at all. 

Mr. Harrison. Prior to the establishment of the emergency which 
carried with it Defense Department authority to negotiate there had 
been competitive bidding on almost everything, and a great deal of 
the competitive bidding resulted in business going to small business. 
That was back in September, October, and November. 

Mr. Fogarty. I just made inquiry of the Navy Department, the Bu- 
reau of Yards and Docks here, a couple of weeks ago about contracts 
that may be let in New England for building new airfields or new 
facilities for the Army and Navy, and they told me that there will be 
no negotiated bids of any kind, that all bids for construction will be 
on a strictly competitive bid basis, 
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Mr. Harrison. They are reverting back to that because experience 
shows that during the couple of months of negotiation that, perhaps, 
there was not an adequate amount of business going to small business. 
That is one of the steps that we have taken to get that back into the 
competitive-bid situation. 

Mr. Focarry. I do not think that anybody could find fault if it 
was on a competitive-bid basis. 
Mr. Harrison. No. 

PURCHASE OF TIN 


Mr. Fogarry. You have set aside $60,000,000 for the purchase of 
tin. 

Mr. Harrison. Yes, sir. 

Mr. Foearry. I think you quoted a price of $4,000 a ton, the price 
that you are paying for it. 

Mr. Harrison. I think that is the figure. 

Mr. Foearry. Can you give me the figure you were paying for it 
3 or 4 months ago when you first purchased some ? 

Mr. Harrison. I am sorry, I do not have that information in my 
material. My recollection is that tin got to be $1.05, $1.04, or $1.05 
a pound. 

Mr. Fogarry. Can you get for the record the cost of tin per ton and 
per pound so as to give us the advantage of it ? 

Mr. Harrison. Oh, yes, sir. 

Mr. Focgarry. And the price of tin as of today per pound and ton. 

Mr. Harrison. Yes, sir. 

(The matter referred to is as follows :) 


Refined tin 


ES RE SEES SN eRe eM eet 9 ator 78.5 cents per pound at New York. 
I a er et Gate paces ee aes 94c per pound at New York. 

LO eae ene ay $1.98 per pound at New York. 
Mar. 8; 7068... -.... ete ar eee Bk See $1.45 per pound at New York. 


Mr. Focarry. Where do. you purchase tin? 

Mr. Harrison. We delegate that to the General Services Adminis- 
tration, and I personally do not know how they handle the purchase 
of it. That is an operational job by them. 

Mr. Fogarry. Thank you. 

Mr. Harrison. But we will get that information for you. 

Mr. Cannon. Mr. Wigglesworth. 


ADMINISTRATIVE EXPENSES 


Mr. Wicaieswortu. General, you have given us the general func- 
tions of your set-up. As I understand it you have general direction 
of the entire defense production program as distinguished from the 
stabilization program of which Mr. Johnson, has general charge? 

Mr. Harrison. Yes, sir. 

Mr. Wicctesworru. You are asking, if I further understand cor- 
rectly, for $950,000 in this supplemental request for the fiscal year 
1951? 

Mr. Harrison. For my immediate office; yes, sir. 

Mr. WiceLeswortn. How much have you had already for your 
immediate office ? 

Mr. Harrison. I have only been functioning a month, and we have 
taken people over from other departments. 
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Mr. WiaGLeswortu. No money has been available to your particular 
office ¢ 

Mr. Harrison. That is as I understand it; yes. 

Mr. Wiecteswortu. Well, you must have had something with which 
to function. 

Mr. Harrison. Mr. Wilde, will you be good enough to tell us how 
we have gotten money with which to function in February ¢ 

Mr. Wipe. We have had one appropriation for the first quarter. 
We had $550,000 that was given to us. 

Mr. WigeteswortH. You have had $550,000, and you want $950,000, 
hich will be approximately for a 6 months’ period; is that right? 
Mr. Wipe. Ye, sir; that is right. 

Mr. Wiccteswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiceteswortn. I do not know, Mr. Chairman, what your plans 
are, but we are sliding on without any information at all about the 
administrative set-up, which this money is going to be used for. 

Mr. Cannon. These are general inquiries both of Mr. Harrison and 
the Director. Immediately following this we will put in the record 
the allocations from the original $30,000,000, and the proposed allo- 
cations of this amount, and then we will take them up one at a time, 
and then go into detail with the men who will administer them. 

Mr. Wicetesworrn. That is all right with me, but Mr. Wilson has 
already gone, and the general will be gone shortly. 

Mr. Cannon. But they would not testify on those matters anyway 
if they were here, because those are matters of detail which have to 
do with the particular agencies which will testify on them. 

Mr. WiceeLeswortu. I was talking about the general’s own particu- 
lar agency. 

Mr. Cannon. We will take that up when we get to the $950,000 
requested, 

Mr. Wicetrswortu. I thought that was where we were right now. 
I do not care when we do it as long as we do it. 

Without going into detail, as the chairman says, we are going to 
take it up later, what is the size of your own organization ¢ 

Mr. Harrison. We have 350 people, and we anticipate that we will 
have, roughly, 450 people. Those are our own figures, just those 
here in this requirements group. 

Mr. Wiceieswortn. The requirements function was carried out 
in full by the WPB in World War IT? 

Mr. Harrison. Basically, yes, sir. 

Mr. Wiceieswortu. If you know, how does the size of the set-up 
that handled the requirements work in WPB compare with your 
set-up here? 

Mr. Harrison. It frightens me beyond expression, because it was 
several thousand men, and what I am confronted with is how we are 
going to do the job with a relative handful of people. There is no 
comparison at all. ‘There were several thousand employees in the 
War Production Board. 


V 
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Loans ApprRovED TO DATE 


Mr. Wicerteswoerrn. From the loan data that you have given us 
here, as I understand it, you have already utilized $326,000,000. 

Mr. Harrison. We committed that much; yes. 

Mr. WiceLeswortH. Out of $600,000,000 ¢ 
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Mr. Harrison. Yes, sir. 






























d Mr. WiaGcieswortH. And you expect to spend the difference of 
4 $274,000,000 plus an additional billion within what period? 
h ’ Mr. Harrison. Through the end of the year, June 30. 
1 Mr. Wiaeieswortn. Of this present fiscal year? 
w Mr. Harrison. Yes, sir. 
Mr. WiaeLeswortH. Does this document reflect an itemized list of 
r, the loans that you have approved to date? 


’ Mr. Harrison. No; I do not think it does. I do not think it gives 
) ; an itemized list. If you would like to have it, we will make that 
: available to you. 
Mr. WigeLeswortH. There are not many loans are there? 
Mr. Harrison. No; I think there are 18. Can we make that 








available in the morning? 
is 4 Mr. Wixpre. Yes. 
a Mr. Harrison. Yes, sir; that will be very simple. 
Mr. WiaGateswortu. | would like to have for the record a list of 
d : the loans and the amount loaned to each borrower. __ 
d Mr. Harrison. I have it for my own needs, and certainly you ought 
‘" . to have that. 
‘ Mr. WiaGLeswortu. Yes. 
’ (The matter referred to was furnished the committee. ) 
Mr. WiaaLeswortu. The loans, you told us, are usually on a 
” ‘ 4¥%-percent or 5-percent interest basis, as I understood it? 
‘ ' Mr. Harrison. Yes, sir. 
J Mr. WiaaLeswortu. What is the normal length of the obligation? 
» : Mr. Harrison. As I remember, there was one for 60 days. Mr. 
Woodside, will you explain that? 
. Mr. Woopsipr. They range from a very short period of, say, a 
0 month to 6 weeks up to 15 years. 
: Mr. WiaGieswortu. Fifteen years? 
: 3 Mr. Woopsipe. Yes, sir. 


Mr. WiaG.Leswortu. I wish you would indicate on the list you are 
going to furnish the terms that have been given in respect to each 
P i loan. 

Mr. Harrison. Yes. 


i z Mr. WiaeLeswortn. Off the record. 
e : (Discussion off the record.) 
3 Mr. Wiaa.eswortu. I believe I will defer asking other questions 
it ; until we reach the point where we get the detail on the organization 
2 as it is, and as it is contemplated. 
: Mr. Cannon. Mr. Davis. 
p 
r EXPLORATION 
s é Mr. Davis. It seems to me as though we are spending a lot of time 


on this one small item, relatively speaking, the $10,000,000 item, but 
I still have a little question concerning it. 
Mr. Harrison. Yes. 
F Mr. Davis. As I understood it the actual handling and processing 
of the loan would be through the Reconstruction Finance Corporation? 
Mr. Harrison. No; in respect to this $10,000,000, that has been 
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set aside to the Department of the Interior and is available for them 
to use for this exploration. Honestly, I could not say at the minute 
what form they are going to come up with with respect to loans. I 
only said with respect to those loans that we had already granted 
that was the way they were being handled. Mr. Woodside may have 
some knowledge as to what they are thinking about over in the 


Department of the Interior. Do you have any knowledge as to that, 
Mr. Woodside? 


Mr. Woopsins. Yes; in general terms. 

Mr. Harrison. Would you be good enough to state it? 

Mr. Woopsipr. Yes, sir. 

The $10,000,000 exploration program for the remainder of this 
fiscal year contemplates seeking out and determining the size and scope 
of deposits of various types of metals that are in short supply, the 
general location of which has already been determined. This will be 
done as a result of the work of the Geological Survey and the Bureau 
of Mines field teams, who will select the sites to be explored, and I 
presume will select the personnel to do the exploration program. It 
is a plan under which the Government will match the funds put up by 
the person doing the exploring, and the approval allows the Bureau 
of Mines considerable latitude as to the ratio of contribution by the 
explorer and by the Government. In other words, in some cases it 
will be a 50-50 matching proposition, and in some of the rarer metals 
it may be 70-30. 

The Bureau of Mines felt, and so did we, that within the broad scope 
of this thing the operating agency had to have a considerable degree of 
discretion in the actue! carrying out of this program, and it was felt 
that we should not try io tie down too closely how this thing should 
operate because it gets into a technical field, and we have to rely on the 
technicians for advice and depend upon their judgment as to how the 
thing should best be carried forward to the best interest of the country. 

The program contemplates that, to the extent deposits are found 
which prove useful and successful, that the person who had received 
the benefit of a Government allotment of funds to match his own would 
repay to the Government, as the minerals are processed and sold, on 
a royalty basis of course, the Government’s contribution. 

Now, I do not believe that anybody can tell you right now just 
what the outcome of that program might be, but that, roughly, is the 
broad picture of it as developed with Doctor Boyd with the Bureau of 
Mines. 

Mr. Harrison. Does that answer your question? 

Mr. Davis. I think it does. 

Right along that same line, on this loan authorization are you 
prepared, General Harrison, to give us any idea, and I realize it is 
going to have to be a very rough statement, as to what portion of 
those loans we may reasonably expect to lose, or what portion of 
them we may reasonably expect to get back without loss to the 
Government? 

Mr. Harrison. I would expect the percentage of loss on this loan 
account would be negligible. I bave not yet seen a case of a loan or a 

ayment of Government money where I would visualize there would 
e any substantial loss. Let us take the revolving fund for rubber. 
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Presumably when rubber starts to slide down in price, which we hope 
it will, the fellow who is buying rubber always stands to lose money 
when it is sliding down,but I think basically it is good. Where such 
revolving funds are allocated there is, of course, always a possibility of 
loss on resale. 


R&vOLVING FunD ror PurcHASE OF RUBBER 


Mr. Taser. Why does your set-up have to have anything to do 
with a revolving fund for rubber? For instance, the Munitions 
Board has ample funds provided with which to do all of that sort of 
thing, and rubber is an item that has to be turned over in the normal 
course of events. Now, why is it necessary for your set-up to be 
involved in it at all except, perhaps, in an advisory capacity as to the 
quantity that will be placed in our stockpile? 

Mr. Harrison. Mr. Taber, when the Congress appropriated this 
amount of money, $600,000,000, it was felt that there should be 
within one place in the Government an agency that kept track of 
what use was being made of that $600,000,000. That agency was 
originally the National Security Resources Board. We have taken 
over this function of the National Security Resources Board, and the 
function that we serve in the case of rubber is this: We joined in 
with the other groups in reaching a decision as to whether it is wise 
for the Government to be the single procuring agency for all rubber, 
which decision was recommended by the industry as well as by all 
departments of the Government. 

With a central buying agency in it the business of somebody is to 
provide working capital, and it was felt that the working capital should 
come out of this $600,000,000 fund. That is the extent to which our 
Agency gets involved in that. The day-to-day work, the administra- 
tion and everything is in the General Services Bureau. This is not 
rubber bought for the stockpile. This is rubber bought for all pur- 
poses in the United States, so that we will not have competing United 
States buyers otherwise for rubber. Still, as a practical matter, what 
has happened is that most of the rubber companies have loaned per- 
sonnel to the General Services Administration, and they have set up 
a central rubber-buying group. Does that explain it to you? 

Mr. Taper. Yes, but on the other hand it seems to me that there 
is a very considerable involvement of extra governmental activities 
that there should not be. 

Mr. Harrison. Unless the Government just went in to buy rubber, 
but all of us felt, and the industry also, that it was the proper thing 
in the interest of keeping the price at a minimum that there be a single 
Government agency. 

Mr. Taser. I can fathom that. 

Mr. Harrison. That is the mechanics of this thing. Actually, in 
terms of duplication of effort there is relatively little. We are the 
custodian of this $600,000,000, so to speak, and we pass approval on 
how it may be used. That is the extent of it. Then the actual using 
of it and the operating of it is in the General Services Administration 
in this and tin and two or three other things. I think there is a min- 
imum of government that is here involved in that. 
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Mr. Witpe. You see, the Munitions Board turns over its money to 
— Harrison to buy the rubber and all of the buying is in one 
place. 

I really think that is a very successful and sound arrangement, and 
I think it will be further done in respect to the other items, and 
somebody has to put the working capital up. I do not believe there 
will be any loss in that. On this question of exploring there might 
be some loss. 

Mr. Davis. I was hoping it led to the conclusion that that was not 
to be the pattern that would apply to the whole $600,000,000. 

ag Harrison. No; 1 think this $600,000,000 will be a good credit 
risk. 

Mr. THomas. May I add that the money we have given the General 
Services Administration in the past for stockpiling has been just for 
that one purpose, no more or less. This $150,000,000 is to put them 
in the merchandise business. They are two separate and distinct 


things. 

a Harrison. Yes. 

Mr. Davis. Your fundamental purpose is an over-all program or 
plan. I have been having a little trouble trying to figure out where 
the Defense Department program ends and your job begins. Probably 
it is true that it is your job to take into consideration what the Defense 
Department is buying, not the amount of stockpiling but other buying 
and then try to reconcile that with the civilian economy? 

Mr. Harrison. They dovetail together, and as to the way we do 
that on stockpiling items we have a meeting once a week of the Muni- 
tions Board and our staff, and go over the stockpiling items, and 
estimate the dollars in terms of quantities. That is a fully integrated 
operation under our general supervision. 


PERSONNEL 


Mr. Davis. There is one more rather minor thing. Recognizing 
that Mr. Wilde is going to give us information on the staffing gen- 
erally, I have noticed in the material that we have here that each 
month up through this fiscal year shows a contemplated increase in 
personnel in your office. Can you give us an idea as to when you 
expect that to level off and stabilize itself? 

Mr. Harrison. Honestly I cannot answer that. 

Mr. Cannon. Let us finish this over-all problem, and take that up 
in the detail. 

ExpaNsiIon oF ALUMINUM PRODUCTION 


Mr. Taser. May I ask you a little bit about this aluminum? 

Mr. Cannon. Shall we put in the record the allocation of this 
money, and take it up item by item? 

Mr. Taser. I was asking a question about the aluminum picture, 


the $221-million item. I would like to have a little information on 
that. 


What is that? 

Mr. Harrison. Mr. Taber, that is a contingent liability that the 
Government has on contracts which are to be executed with some of 
these producers that are expanding their aluminum production. 
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I might illustrate by taking the case of the Kaiser Co. The Kaiser 
Co. is going to expand aluminum production, we will say, to 100,000 
tons a year right now. It is not that precise figure, but I would like to 
use that figure. 

The General Services Administration has entered into a contract 
with them as part of the expansion project to buy a certain amount of 
that output for the stockpile for the next 2% years. In the event there 
is no further need to buy for the stockpile beyond that period part of 
the contract agrees to reimburse the Kaiser Co. for some expenditures 
during that period. This particular fund is set aside to care for some 
contingencies that might develop with respect to the completion of 
these contracts. 

For example, if the Lord is good to us and we do not need for 
defense purposes or for the stockpile these larger quantities of alumi- 
num that we are building for, it might well be a drug on the market 
and the Government will have the responsibility for having to pay 
the bill. 

Mr. Taper. You mean on some development work? 

Mr. Harrison. No, just expansion. 

Mr. Taser. Expansion. That is the same thing. 

Mr. Harrison. We are doubling the aluminum capacity of the 
country. 

Mr. Taser. Yes. These people are putting up money for it and 
you are giving them a guaranty that they will not have a loss resulting 
from the cutting off of their business after a certain time. 

Mr. Harrison. That is right, sir. 

Mr. Taser. Within what time would that be? If it runs 5 years 
rather than 3 then there is no liability? 

Mr. Harrison. I believe that is correct. 

Mr. Taser. Is there anything in here about the market holding up? 

Mr. Harrison. Yes, there are several conditions. There is a price 
that is spelled out. I will tell you, it is a very reasonable contract 
from both the Government standpoint and the company standpoint. 


DISTRIBUTION 


Mr. Taper. What percentage of that runs to each one of those 
companies? ; 

Mr. Harrison. Basically it is 2% years. It is an agreement to buy 
for 2% years of their expanded output. 

Mr. Taser. As between these different concerns, what percentage 
would each of them be involved with? 

Mr. Harrison. They will all be uniform, sir. 

Mr. Taper. You mean that each one of those will be $45 million? 

Mr. Harrison. No, because each one is expanding to a different 
amount. 

Mr. Taser. That is what I was trying to understand. 

Mr. Harrison. I really do not know, because we have not finished 
the whole aluminum program. We have only authorized a couple. 

Mr. Taser. Could you furnish that information to us? 

Mr. Harrison. Surely. 
Mr. Taser. So that we can see what it is? 
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Mr. Harrison. Right. It is in different dollar amounts for each 
company, because of the size. We will furnish that; ves, sir. 


ALUMINUM COMPANIES 


Mr. Taser. How long has Kaiser been in the aluminum business? 

Mr. Harrison. Sir, I do not know. 

Mr. Taser. It is not very long, is it? 

Mr. Harrison. Through the last war, certainly. My recollection 
on that is a pure memory, that he went in in 1942 or 1943 or something 
like that. Reynolds, also, | think went in about that period. 

Mr. Taser. Reynolds went in a little before. 

Mr. Harrison. Somewhere in there; right in the early days. 


COPPER 


Mr. Taser. What is the story on copper? Is that the same kind 
of a set-up? 

Mr. Harrison. Yes. 

Mr. Taser. Or is that something different? 

Mr. Harrison. No, basically it is the same kind of an approach. 
I think when the Department of the Interior gets up, if you have Dr. 
Boyd, he will spell out the details on that. We were so advised. 


CONTRACTS 


Mr. Taner. Who passes on these contracts for aluminum and 
copper and molybdenum and tungsten? Who passes on those con- 
tracts? 

Mr. Harrison. From the standpoint of what we will call looking 
after the Government business interests, that is the General Services 
Administration. It is their responsibility to make the best contract 
they can for the Government. 

Mr. Taser. Is it up to the Department of the Interior? 

Mr. Harrison. No; they do not handle the business side of it. 
The business side is handled in the case of these kinds of contracts 
by the General Services Administration. 

Mr. Taser. Do you have anything,to do with it in your agency? 

Mr. Harrison. Yes. There is general consultation and discussion 
with Mr. Larson on these things, but the responsibility for making a 
good contract for the Government is with Mr. Larson. 

Mr. Taser. He has control of the making of the contract? 

Mr. Harrison. Right, sir. 

Mr. Taser. It is his judgment which passes on all these items? 

Mr. Harrison. Well, all these contracts to buy material. 

Mr. Taser. Yes, that is what I meant. 

Mr. Harrison. That is what I thought. 

Mr. Taper. These four items? 

Mr. Harrison. Yes, sir. 

LOANS 


Mr. WiGGLeswortn. These are all in addition to the loans we have 
been talking about? 


Mr. Harrison. Yes. The loans have been with companies. 
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Mr. Taper. There seems to be something here for the Defense 
Fisheries Corporation, but I guess that is not in here. 


DeFENSE ProGRAMs IN INTERIOR DEPARTMENT 


? 3 Next is the Interior Department. 
q You have the Defense Mineral Administration, $298 million; solid 
‘ fuels, $15 million; and petroleum, $28 million. 

n % Who has control over that set-up or over those contracts? 
y Mr. Harrison. The initial control will be with those agencies, 
) and they will come to us for approval. In other words, they are 
what I would call the initiating agency. 

Mr. Taser. You mean that they will have the control over the 
disbursement of the $342 million? 

Mr. Harrison. Yes, sir. 
3 Mr. Taper. Do they need any such amount as that? 
J ; Mr. Harrison. Yes. We have shaded the figures down, sir. We 
5 cut the whole figures down just about 20 percent. 
3 Mr. Taper. How will they need it? 
& Mr. Harrison. Well, take the minerals, for instance. If you would 
’ like, sir, you can take copper. I think that is a very good example. 
We are critically short of copper for both defense and domestic 
4 purposes. We are dependent for 35 to'40 percent of our total supply 
on that coming from South America, and predominantly from Chile. 
: It is not good. There is labor unrest, and the supply is falling off. 
We have a responsibility to try to develop all the copper resources 
; here that we can sensibly develop. We are urging that. As a matter 
of fact, our department is insisting that that be done. 
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Mr. Tuomas. Mr. Taber, will you yield right there for one question? 

Mr. Taper. Surely. 

Mr. Tuomas. This $300 million here is for expenditure in the con- 
tinental United States, and it is going for the production of critical 
S 3 materials that we have in what we call marginal mines. 

: We may have a mine out here that has been in operation and is 

% closed down for the simple reason that the ore is getting thin and weak 
and it could not compete under normal competitive conditions and, 
L : therefore, it has closed down. ‘They are going to have to put some 
good money in there, and pay a premium, to get this low-grade ore. 

Mr. Harrison. That is right. 

; Mr. Tuomas. The question is, Just how much supervision will 
: your agency have on the approval of these contracts? Some of them 

¢ will run to $3 or $5 or $10 or $15 million at a clip, to go in and pump 
: out one of these old flooded mines and put in new equipment and 

machinery. 

; After the Defense Mineral Administration formulates a contract 
and arrives at this 50-percent differential, then do you have anything 
in the world to say finally as to “Yes” or “No?” 

Mr. Harrison. Yes, our staff will have the opportunity, sir, to 
e : review those. 

Let us be practical as to what we have to do by way of review. We 
must obtain certain basic information which is justification. We have 
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to put the test of reasonableness and of judgment on the thing. I 
do not know how far we will carry that test. It may be that in some 
cases we might want to hire an expert to make an independent study 
of the thing. It is all a matter of administrative judgment when it 
comes to us. 

I might say that we are very fortunate. I have been able to get a 


ae | to put in charge of that particular phase of the work, General 
Farrell. 


Mr. THomas. Who? 

Mr. Harrison. General Farrell. He is right here present in the 
room. He has had an extremely valuable experience in the engineer- 
ing field. He was General Groves’ assistant on the Atomic Energy 
operation. He was chief engineer of New York State, and presently 
the housing commissioner of the city of New York. He has a large 
background of experience in the business field. He is my deputy and 
he is responsible for seeing to it that this job is being done. 

That is the reason why I presumed on you gentlemen to have him 
in here, to listen to the discussion today, to get the benefit of your 
viewpoint. General Farrell came to work Monday. He was down at 


Camp Rucker. I got him released from the Army and assigned to 
me. 


Does that answer the question? 

Mr. THomas. Surely. Excuse me, Mr. Taber. 

Mr. Taper. Will he be in charge of letting these contracts directly, 
or will it be Mr. Chapman? 

Mr. Harrison. Yes; it will be the respective departments involved 
who will handle the direct contracts. 

Mr. Taser. Why do we have to do it that way? 

Mr. Harrison. Well, Mr. Taber, it starts with the basic concept, 
which I happen to agree with, of handling the whole defense opera- 
tions through the regular established operations of Government. 

Mr. WieeLeswortnH. You do agree or do not agree? 

Mr. Harrison. I do agree. 

Mr. WiecieswortH. You do agree. 


OPERATION OF PROGRAM 


Mr. Harrison. One can debate that wide and far. 

With all due respect I would like to suggest this: What I call the 
physical or the material part of this job has been handled extremely 
well. Good progress has been made, and the best evidence of that 1s 
that the defense program is on schedule and there was more employ- 
ment in February than in any other year in the history of this country. 
That is the best evidence I know of that the thing has been kept 
going. Partly that is due to the fact that there were established 
agencies here, and the new people, the emergency people who came 
in had a place to hang their hats. They had an organization to get 
started with. 

Witness the situation in the economic field, where there was no 
established agency of Government, where the emergency agencies had 
to be established under the pressure of the defense effort. Just think 
in terms of time that it took even to recruit a staff to get started. 

I am bold enough to suggest that the several months that were lost, 
if it is thought that they were lost, were due to the fact that there 
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was no organized agency in Government to handle that kind of work 
in peacetime. 

I think on balance, sir, that what has been done has been done very 
soundly. I will not suggest that if the whole method expands that it 
is the proper way to continue. I think we ought to keep an open mind 
on that. Certainly everything I have seen about it up to the present 
time has been sound. 

I just dislike to think of the chaos that would have resulted if we 
had had to build up emergency and new organizations to handle these 
things. 

REQUESTED APPROPRIATIONS 


Mr. Taser. I just do not understand why you need such an amount 
of money for the operation of these set-ups. 

Mr. Harrison. Mr. Taber, sir, I think it would be most helpful 
if we had the heads of the operating agencies, to make the case out 
for what they need. 

Mr. Taper. I hope we are going to have them. 

Mr. Harrison. Yes, they are available, sir. It was thought that 
that would be the most helpful way for the committee, to have those 
people available. 

Mr. Taser. I believe that is all I have at the moment. 


ADMINISTRATIVE EXPENSES OF DEFENSE PRODUCTION 
ADMINISTRATION 


Mr. Cannon. Next is the Defense Production Administration, for 
which there is $950,000 in supplementary funds. I note from the 
charts which you submit that most of this work is done by the com- 
mittees. How do you work with these committees, Mr. Harrison? 

Mr. Harrison. Let us take the field of production, sir. I think 
that would be a good example. 

We will have an executive Production Committee, which Production 
Committee will be made up of men from the Defense Department. 
Usually there will be one man from the Defense Department, the 
Munitions Board, and then the heads of the other services. There 
will be a man from the Army, or the Ground Forces, a man from the 
Navy, and a man from the Air. There will be a man from the Atomic 
Energy Commission. 

We meet periodically to find out how they are getting along, what 
their troubles are, what they need help on, and at those meetings we 
have the National Production Authority head in. If, for example, a 
man in Ordnance says, ‘I have a devil of a job getting steel for tanks,”’ 
or something like that, we have the man from the National Production 
Authority there who has the handling of steel. 

We are attempting to do it that way, rather than to build up a staff 
in our shop to do it. In other words, we are going to use the staffs of 
the operating agencies. We will have in our production group, for 
example, I visualize, not more than a half dozen people on this execu- 
tive committee. So it is with each of the other items. In other 
words, there is a very small skeleton staff. 

Mr. Cannon. But the work is done by experienced men who are 
familiar with the subject? 

Mr. Harrison. Yes. Really it is done by a day-to-day operation. 

Mr. Cannon. I am only going to ask one question about this 
$950,000. 
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TRAVEL 


I see that you have an item here for what appears to be an adequate 
amount for travel. 


Mr. Harrison. Yes, sir. 

Mr. Cannon. How many of your employees will be in travel 
status during the period covered by this appropriation? 

Mr. Harrison. We anticipate that we will have established the 
regional field offices. They are not regional field offices of the Defense 
Production Agency, but regional field offices of the Department of 
Commerce, the manpower, and the Department of Labor. We are 
trying to decentralize as much of these defense functions as we can. 

I visualize that I will have a few people who will be generally super- 
vising those regional field offices, to see how well they are coordinating 
themselves. In other words, how well are the Department of Com- 
merce people and the labor people in the field coordinating and helping 
the local Defense Production set-up? 

Mr. Cannon. Of course, the more greatly decentralized they are 
the greater will be your traveling expenses. . However, I note here 
that the amount you request for the fourth quarter would provide 
approximately $1,200 per year for each employee. How many em- 
ployees will actually be engaged in travel? 

Mr. Harrison. When you put it that way it seems absurd, sir. 

Mr. Cannon. It looks a little bit odd. 

Mr. Harrison. It does not make sense when you put it that way. 
Might I look into that, sir? 

Mr. Cannon. If you will. 

Mr. Harrison. Yes. As you stated it, it does not seem right. 

Mr. Cannon. Are there any further questions on the Defense Pro- 
duction Administration? Mr. Thomas? 

Mr. Tuomas. No questions. 

Mr. Cannon. Mr. Fogarty? 

Mr. Focarry. None. 

Mr. Cannon. Mr. Taber? 

Mr. Taner. You have an average number of employees over-all of 
142, and the total personal service payroll is $993,000, which means 
an average of exactly $7,000 each. 


TYPE OF PERSONNEL 


Is your set-up on a basis which would require that average for 
personnel? 

Mr. Harrison. Might I ask Mr. Wilde on that, Mr. Taber? 

Mr. Witper. Yes; I think generally our operation is characterized 
by people in staff work and operating work. We are above the 
average, Mr. Taber, in terms of our classification operations. 

Mr. Taner. Do you mean they are of better quality? 

Mr. Wipe. We should like to think so, sir. 

Mr. Taner. I would hope so, but what bothers me is a little experi- 
ence. 

Mr. Wipe. I do not understand, sir. 

Mr. Taser. I called up a certain agency about a matter over which 
it had jurisdiction, and I was told that they would call back, and they 
did not. I finally got the same office back, and the answer was, 
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“Tee-hee-hee, I forgot all about it.” 





That made a hot impression on 


3 me. 

e : Mr. Wivpe. I think there is a certain amount of that, which will 
j creep into an organization you are trying to build up, but I like to 

al think it will not happen too often or at all in our organization. 


Mr. Taper. That made a really hot impression on me. 

Mr. Witpe. | should think it might. I should think you would 
: frown upon it. 

a Mr. Cannon. Are there any further questions upon this matter? 

; ‘ Mr. Wixpde. Might I also pick up one thing more, Mr. Chairman? 


e ; 
“ : TRAVEL 
= 
g ; You raised a question on travel. That looks like a high figure. 
l- - In building up our organization we had a number of consultants, and 
g£ »  anumber of people coming in on a temporary basis. That figure in- 
: cludes not only travel, but also the so-called per diem. I can show 
e ‘ you a breakdown on that, if you would like. 
e “ Mr. Harrison. Yes, we had better have a breakdown. 
e : Mr. Wixpe. This is a cumulative figure set up on the green sheet, 
= . and there is a breakdown to explain it. 
; Mr. Harrison. We will break that down, Mr. Chairman, because 
3 it sounds too high for travel. 
‘ Mr. Wiccieswortu. Can we not have an administrative break- 
’ down of the green sheets, or something to show this set-up? 





Mr. Cannon. Each member has the justifications. 
Mr. Taser. We ought to have something in the record on it. 
Mr. Cannon. They are before you. The justifications are before 
r you. 

Mr. Taser. It calls for a very large number of lawyers. I do not 
know about your set-up. 


ee yee 





H Mr. Witpr. That is the NPA, sir. 
. Mr. Harrison. That is the National Production Authority, where 
> the compliance work is done. 
f 4 Mr. Toomas. The last sheet gives the breakdown. 
a + Mr. WicG.Leswortnu. So far as the General’s particular agency is 
' concerned, is there a sheet on that? 
; Mr. Harrison. There is a sheet; yes, sir. 
: Mr. WiaGiteswortH. Where is that? 
; : Mr. Harrison. You were going right through the organization dia- 
: gram right there. That is my organization. 
3 Mr. WiaGieswortH. But I want to see how many people vou have 
1 : and what the classifications are. 
: $ Mr. Wixtpr. We have that for the Defense Production Adminis- 


tration, sir. 
s Mr. WigGLeswortH. What is that? 

Mr. Witpr. We have that for the Defense Production Adminis- 
tration, spelled out. 

Mr. WiaaieswortH. Where is it? 

Mr. Wipe. I can show you, sir. It was deleted from yours, I be- 
lieve. 

Mr. WiacieswortnH. There are only three categories. 

Mr. Taser. I would like to have that sheet in the record. 
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Mr. Davis. That is a breakdown of the existing personnel, but it 
does not show the proposed personnel. 

Mr. Taper. I think we ought to have that much in the record. 

Mr. Cannon. We will include the green sheet in the record at this 
point. 


(See supplemental information at bottom of page.) 
PERSONNEL 


Mr. WicGLeswortn. I would like to have a detailed statement 


showing not only what personnel is on hand, but what you are asking. 
Mr. Harrison. All right, sir. 


Mr. WiceLeswortH. And where the increase is. 
Mr. Harrison. All right, sir. 


Mr. WiaeteswortH. There is no showing before us of this that I 
can find. 


Mr. Wipe. That is correct. We have not put down our grades. 
We will get that for you, sir. 

Mr. WiaeLeswortnH. Just insert it in the record when you revise 
your remarks, so that it will appear at this point. 

Mr. Wipe. Yes, sir. There is a breakdown of these 176 addi- 
tional people. 

(The information is as follows:) 


Information by grade and title classification is not available for the additional 


176 people required. However, the information submitted gives the breakdown 
by jobs. 


Increase in fund requirements was projected on the basis of an average annual 
salary rate. 


Actual and estimated employment, fiscal year 1951 


Estimated 


| 
| Actual, Feb. | __ he tt 
| 19 } 

| 
| 


Mar, 31 June 30 


Office of the Administrator 


6 10 10 
Office of Program and Requirements: 

Office of the Director _- 12 | 14 20 
Planning staff. - - - ‘ 30 | 40 | 45 
Program accounting staff _. 9 | 10 29 
Program adjustment staff 2 2 | 6 
Energy and Utilities Division - - -- - 15 | 17 23 
Transportation Division 9 | 9 | 13 
Community Services and Facilities Division | 7 


j 9 | 13 
Manpower Division. .- aed : } 


aeeteiee 13 | 13 | 19 
Program requirements staff__.........-.-- 11 | ll | 14 
Materials and Products Division. --.. 35 | 42 | 52 
Foreign Requirements Division } 5 | 7 | 11 
Military Requirements Division 10 | 13 | 18 
Civilian Requirements Division - - 20 23 | 29 

Office of Deputy Administrator for Staff Service: | | | 
Office of Deputy Administrator. _. } 4 | 6 6 
Defense Expansion Division. -- 55 | 69 | 75 
Materials Reserve Division 5 | 12 | 15 
Reports and Analysis Division . mi 21 | 30 | 35 
Foreign Coordination Division. -_.- . at 9 | 12 | 14 
Conservation Division. . 7 | 12 14 

1) ee aes 8 Ce MOT res | 285 | 361 | 461 


| { 
| 





Mr. Cannon. In going through this whole matter none of the 
agencies has put in the detail of the grades that they want, for the 
reason that at this stage none of them know exactly what they will 


need. It is impossible to tell at this date what their requirements will 
be. 
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b it Is there any thing further? Thank you. 
% Mr. Harrison. Thank you very much, gentlemen. 
hi 7 Mr. Cannon. We will recess until 10 o’clock tomorrow. 
Lis : 
[ WEDNESDAY, Marcu 7, 1951. 
: DEPARTMENT OF COMMERCE 
“a WITNESSES 
; HON. CHARLES SAWYER, SECRETARY OF COMMERCE 
‘ CLARENCE H. OSTHAGEN, ASSISTANT SECRETARY OF COMMERCE 
E (ADM) 
tI 2 MANLY FLEISCHMANN, ADMINISTRATOR, NATIONAL PRODUCTION 
4 AUTHORITY 
les. 5 H. G. WILDE, ASSISTANT TO THE ADMINISTRATOR, NATIONAL 
& PRODUCTION AUTHORITY 
ise | CARLTON HAYWARD, DIRECTOR, OFFICE OF FIELD SERVICE 
_ FRANCIS R. CAWLEY, DEPARTMENTAL BUDGET OFFICER 
di- i OSCAR H. NIELSON, BUDGET EXAMINER 
it 
i EXPENSES OF DeFrENsSE PropuctTION, 1951 
nal 3 Mr. Cannon. Mr. Secretary, we have under consideration here the 
me - estimate for an appropriation of $51,000,000 to supplement the appro- 
wel : agen of $30,000,000 originally made under the National Defense 
( AC. 
; The Department of Commerce, I note, has been allocated $7,200,000 
4 up to March 31, 1951. The total 1951 estimate is $17,070,000, and 
3 you are asking in this estimate a total of $9,807,000. 

— : We would be glad to have you tell us why you need that money. 
0 - What have you done with the money already provided, and how do you 
so "expect to supplement it with the funds now requested? 

a 4 Secretary Sawyer. I would suggest that so far as the breakdown 

20 - and the details are concerned they can be more completely furnished 

0 _ _ by some of the men operating these particular offices and bureaus. 

h ; With your permission I would like to make a general statement 

13 _ with reference to these activities, the chief of which, of course, is the 

19 - National Production Authority. 

3 Mr. Cannon. You may proceed. 

ll 2 

29 t GENERAL STATEMENT 

73 Al Secretary SawyrER. Last summer, shortly after the Korean War 

- _ began, it was clear to me that we were going to need a system of alloca- 

4 _ tions and priorities. It was also pretty clear that some part of that 
—— _ ‘operation would come to the Department of Commerce. 
ut ; I began to undertake the organization of an agency which could 
po 3 handle that work. I was not sure at that time, of course, as to the 
wo "exact scope of my authority, but on the assumption that an important 
om 4 part would come to the Department of Commerce I began that or- 
“ill a ganization. 

‘ll ‘ I had in the Department of Commerce about 20 men who had been 


keymen in the War Production Board and many, many men who had 


alates. 
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acted in a more subordinate capacity. I called them together and 
developed an organization what later became the National Production 
Authority. 

I also called in my Business Advisory Council, which is a group, as 
you doubtless know, which has been in existence since Mr. Roper was 
Secretary of Commerce, whose function is to advise the Secretary of 
Commerce on various matters; and, having called them in, I explained 
to them the situation as I saw it and asked for their help chiefly in the 
matter of personnel, because it seemed to me clear then, and still does, 
that the really important thing in all these activities is the character 
and experience of the men you get to handle it. 

I might add what perhaps you also know, that a great many of 
those men had had previous experience in this very activity. It may 
be of interest to you and the members of your committee to know 
that the Business Advisory Council which I just mentioned has among 
its membership Charles Wilson, General Clay, William Henry Harri- 
son, who was just here, Eric Johnston, and Gen. George Marshall; and 
quite a few of those are very actively engaged in the top level positions 
in the present mobilization and defense effort. 

As a result of that activity, early in the summer, long before the 
Congress had even given the President authority on this, we were 
prepared to organize, and I had persuaded General Harrison to leave 
his position as president of the I. F. & T. and head up the NPA. 
When the President gave me the authority in September—I think it 
was the 11th of September—I issued the order and appointed General 
Harrison within 48 hours after that. 

I am telling you that because it is an indication of the fact that we 
did not wait until the last minute in order to undertake to organize 
this activity. I think the effort which was made in the summer in the 
preliminary planning has paid off in later results. 

In view of recent discussions, | might also tell you a word or two 
about what I did with reference to labor. There, again, I think that 
what we did was of some interest. 

I contacted Mr. Green, the president of the A. F. of L., and Mr. 
Murray, the president of the CIO, in the summer, and asked them if 
they would come in and discuss with me the question of labor repre- 
sentation at a high level in connection with this activity. At that 
time we had not even named it. They did come later. We have 
held a series of meetings, and our relations, I might say, with the labor 
group, have been most cordial. We have a set-up on that. In fact, 
the original of it set up two offices within the National Production 
Authority for labor representatoin. We now have, and have had 
for some time, Mr. Joe Keenan of the A. F. of L. and Ted Silvey of 
the CIO actively working with the National Production Authority. 
In addition to that, we have an advisory committee on which Walter 
Reuther and Jim Carey and others were members. 

On September 12 we began to operate. I had used prior to that 
time the personnel of the Department of Commerce. 

It is perfectly obvious, of course, that when they were working on 
this type of thing they were not doing some of the things they might 
have done under other circumstances; but I assume—and hope, at 
least—that your committee would approve of what I did in the way 
of preliminary organization, because I felt it was necessary to move 
into the thing at an early date. 
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When the NPA was set up, we immediately undertook to move into 
it certain sections of the Department, such as the commodity branches 
which were actively engaged in discussions with reference to steel 
supply,, taking steel as an example, and the possible allocations, and 
also the question of furnishing increased capacity. 

I might say that I had also “arranged prior to the setting up of the 
National Production Authority for a meeting with the steel presidents. 
That meeting was held the very day that General Harrison was 
sworn in by me. At that meeting, I told them that I felt that it was 
highly desirable to increase the new capacity that had been indicated 
as under way, and I asked them to let me know what we might expect 
in the way of an increased steel capacity in the next 2 years. As a 
result of that, they came up with an estimate of 109 million tons, 9}5 
million tons more than the capacity of July Ist, which was very 
gratifying; but since, as you doubtless know, ‘there have been further 
indications of an increase, and it looks now as if by the end of 1952 
we will have a steel capacity of around 117 million to 118 million ingot 
tons. 

Not only did we move the Commodity Divisions into the NPA, but 
we immediately began to integrate a number of other Department of 
Commerce activities. Each of the offices here mentioned in the justi- 
fication you referred to, in addition to the National Production 
Authority, make a contribution to this defense or mobilization effort. 


OFFICE OF FIELD SERVICE 


The Office of Field Service, which is the second item mentioned, has 
been the backbone of the NPA effort outside of Washington. We 
now have approximately 100 offices. We have organized, of course, 
regional offices and district offices, but those have been enlarged now, 
and the objective is to have these offices at points throughout the 
country where they give the most prompt and effective service to 
businessmen, principally, who are concerved with the defense program. 

The idea of Mr. Fleischmann, who succeeded Mr. Harrison as the 
NPA chief, is to have all or as much as possible of the activities of the 
NPA decentralized. That will be done in these far-flung offices of the 
Department of Commerce. 

I make that point because it is very clear to me that we have 
benefited very definitely by reason of the fact that we could set up 
the NPA within an existing department of the Government. 


PROBLEM OF SPACE 


I might also add that in the earlier stages we did not have the 
problem of space, which is a very tough one for a new agency. Of 
course, as the size of the National Production Authority grows, and 
that will be increasingly true within the next few weeks, the problem 
of space will become more and more acute, and we cannot possibly 
take care of it in our own building. Arrangements have been made 
and are being made for it to spread out to other areas within Washing- 
ton, in addition to what expansion takes place throughout the country. 

I might say that the President’s directive with reference to the 
13 areas throughout the country where all the mobilization activities 
are to be centered was followed in establishing the regional offices of the 
Department of Commerce for NPA activities. 
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Now, in my own office there has been some increase of activity due 
to mobilization and the defense effort. I might say for the benefit 
of you that there is no place from my office on down where people are 
not working day and night, Saturdays and in many cases Sundays, in 
an effort to keep this thing going. So far as I know there is no case 
where there are more people working than need be. I am quite free 
to admit that probably, in an activity which grows as rapidly as this, 
there will develop points where people can be let out. From the 
supervision I have given and the reports I have had, I think that 
General Harrison and Mr. Fleischmann both have undertaken to 
carry out my idea, which is that, in spite of the fact that this is an 
emergency and an emergency activity, we should be very careful that 
we do not waste any money in connection with it. I might refer to 
Mr. Fleischmann in particular. As I say, he is now the head of the 
NPA. He was originally the general counsel and had a position 
under John Lord O’Brian in World War II. John Lord O’Brian was 
the general counsel for the War Production Board. He had a position 
as his first assistant. He is highly recommended and was highly 
recommended by the people to whom I talked and with whom I made 
contact in the summer. ‘That is one of the other things I did in the 
summertime, in an effort to prepare for that important job. He has 
certainly proved since that the recommendations were sound. 


OFFICE OF INTERNATIONAL TRADE 


So far as the Office of International Trade is concerned, it is per- 
fectly clear, I think, that their duties have been increased in addition 
to the duties which have come upon them in connection with addi- 
tional security control. 

You perhaps saw the order 2 days ago, where we just recently put 
upon the positive list, the so-called list of those items that must be 
licensed for export, everything which goes to Russia or the satellite 
countries, regardless of whether it has any strategic value or not. 
The purpose of that was just to give us a chance to look it over and 
make a decision from day to day or week to week as to what should 
go and what should not. 


OFFICE OF TRANSPORTATION 


The Office of Transportation is just getting into an activity which 
will deal with the defense effort. I may say that its activities up to 
this time have primarily dealt with the matter of screening the trans- 
portation demands so far as critical materials are concerned. 

The committee in the NPA which was called, I think, the Advisory 
Committee on Priorities Administration had primarily the jobZof 
deciding priorities with reference to critical materials; and, steel 
being the typical one, I can refer to that. For instance, we had 
right from the beginning a demand for steel for freight cars. That 
came in from the Office of Defense Transportation, headed by Mr. 
Knudson in the ICC. That, like all other demands of that type, 
had to be screened and gone over and a decision or at least a recom- 
mendation made as to what should be allocated for transportation 
purposes. 

Mr. Tuomas. May I interrupt there? 

Secretary Sawyer. Yes. 
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FREIGHT CARS 


Mr. THomas. How many cars are you getting a week? 

Secretary Sawyer. I do not know how many cars we are getting 
a week, but the allocation was based upon a total of 100,000 freight 
cars, which the railroads said they were prepared to buy. 

Mr. Tuomas. The Interstate Commerce Commission testified last 
week that they were getting 5,500 cars a month, and they really 
needed 12,000 cars a month. The question was, ‘““Why are you not 
getting more?” and they said it was through a faulty allocation of 
steel to them. The question is, Is there enough steel to give them 
what they need, or will they have to allocate their shortages among 
themselves, along with other people? 

Secretary Sawyer. I am not prepared to comment on the particular 
figures. 

Mr. Tuomas. I think the figures are correct. They are fresh in my 
mind. 

Secretary Sawyer. I am sure your statement of the figures is cor- 
rect, but I do not know about the relationship between the 6,500 and 
what the over-all commitments of the railroads were. I might say I 
was in the midst of this problem when I was operating the voluntary- 
agreements program, when Mr. Johnson, whom you know, was asking 
for steel for 14,000 cars a month, and we finally agreed to give him 
steel for 10,000. The steel was made available, but the railroads did 
not put the ordersin. Asa matter of fact, in no month following that 
did they ever get to putting in orders for 10,000 freight cars. What 
the difficulty may be at the moment, if they are not using the alloca- 
tion of steel given them, I do not know. 

Mr. Tuomas. They said the railroads had the money and were 
raring to buy cars, and that the only thing that held up the 12,000 
a month was a lack of steel. 

Secretary Sawyer. I would not be in a position to comment on the 
accuracy of that. I do know that Mr. Fleischmann of NPA, when 
he testifies, can perhaps give you more details on that. Certainly 
somebody can give them to you, and there will be no problem there, 
but I doubt very much whether that is the explanation. It may be. 
I would like to go into it a little more thoroughly than I can in a 
casual answer to your question. 

I would like to make this point: For instance, Congress authorized 
the Maritime Board, which is also in my Department, to buy a certain 
number of ships. I let the contracts—that is, the Maritime Adminis- 
trator let the contracts—just a week or two ago for 25 of those ships 
costing on an average, I think, $8 million apiece or something like 
that. Ido not need to tell you that takes steel. I know that recently 
—not too recently—certificates of necessity were issued and arrange- 
ments made for the expansion of our aluminum capacity. The 
building of those plants and the preparation for the building of those 
plants takes critical materials like copper and steel, which have to be 
provided for them. The expansion of the steel plants themselves 
takes steel. I think everyone agreed several months ago, as I stated 
earlier, that one of our vital needs was the expansion of the steel 
capacity. It takes about 300 tons of steel to provide an additional 
capacity of 1,000 tons of steel. So that you can see the very aug- 
mentation of the steel capacity itself presents a problem as to how 
you will divide the available steel. 
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I could, of course, add to that list almost without limit, but this 
whole matter of requirements is a very, very critical one, and the 
Transportation Office in the Department of Commerce has been largely 
occupied with the decision as to what transportation needs should be 
expanded to try to meet the requirements. That would include not 
only freight cars but would include ships and other things. 


OFFICE OF TECHNICAL SERVICES 


Now, the Office of Technical Services has been working with this 
committee on research, and so forth. They get suggestions for inven- 
tions from all over the country, and Mr. Green will be here to explain 
to you, if you wish, in some more detail what has happened to the 
increase in suggestions of inventions which are supposed to clear 
through this committee. They have gone up to fantastic figures 
since the war in Korea began. 

He also has recently been given, at the suggestion of the Security 
Council, the job of clearing inquiries with reference to information 
that should be made public. For instance, if you have some new 
industrial technique which has been brought to your attention, or 
which you perhaps use in your plant, and you are not sure whether 
that should be made public, you can come to the Department of 
Commerce, and we will give you our‘opinion as to whether or not it 
is a type of matter which vou should keep secret. There is no com- 
pulsion whatever; you are not required to follow our advice; it is 
purely a voluntary program. But it was undertaken at the suggestion 
of the Security Council and undertaken after I had a conference of 
publishers of business magazines and others that were interested in 
it, and it has added and will add very materially to the activities of 
the Office of Technical Services. 


THE INDUSTRY EVALUATION BOARD 


The Industry Evaluation Board, which is the last item on this list, 
has been recently set up. In this connection, what we are dealing 
with is the whole problem of classification of industrial plants for the 
purpose of establishing protective measures against sabotage and 
damage of one kind or another. That, lam sure I do not need to 
emphasize, is a very important job which is being handled now by 
Dr. Rosinger in my Department as a result of a study which was 
carried on about a year and a half ago. He has a small staff which 
I think should be increased reasonably in the near future, and that 
is the purpose of the request for additional funds for the Industry 
Evaluation Board. 

That, in brief, Mr. Chairman, is my summary of what we are doing 
and why we feel the money is required. I can say to you with all 
sincerity that I have urged all of the men down the line who have 
these activities in their charge to still keep in mind that the taxpayer 
has to pay the bill. 

Mr. Cannon. Mr. Secretary, in handling these additional duties 
which devolve upon you a result of the war, this additional burden 
that has been placed upon your Department, do you utilize entirely 
the normal set-up you have or merely expand your present set-up, 
or are you under the necessity of creating a new set-up for any new 
activities? 
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Secretary Sawyer. The only completely new activity which 
is created within the Department as an agency is the National 
Production Authority. As I pointed out, these other offices make 
contributions to the defense set-up, some in greater degree than 
others. For instance, the Civil Aeronautics Administration, which 
is not mentioned here at all, makes a continued contribution, as well 
as the Bureau of Public Roads, the Weather Bureau, and the Bureau 
of Standards. Every one of them does make a contribution through 
individual effort and even through policy decisions by the heads of 
the bureaus. But I take it your question is answered by the outline 
I have given here. 

Mr. Cannon. And your normal force is not in a position to take 
care of this additional load without some accretions? 

Secretary Sawyer. Oh, there is no doubt about that. The normal 
force could not possibly do the work it has been doing and then take 
on the additional work called for by this defense effort. 

Mr. Cannon. I want to ask a question right there. Have you con- 
sidered or would it be advisable to curtail to some extent the normal 
activities of the Department during this emergency in order to place 
emphasis on the emergency activities? 

Secretary Sawyer. To answer your two questions, I have consid- 
ered it, and I think it is possible, and we have done that. For instance, 
I spoke awhile ago about the Commodity Divisions in the Office of 
Industry and Commerce. Those Commodity Divisions were trans- 
ferred to NPA in toto, and we save by that about $1.25 million. By 
saving it, I mean I think it would have been possible to set the same 
thing up under NPA and perhaps the argument made that they should 
be kept in both places. I concluded that was unnecessary. So we 
threw those divisions—I do not know how many people but a sub- 
stantial number—right into the Production Authority. 

I mentioned a moment ago that the Office of Transportation prac- 
tically gave up its normal functions in order to carry on this function 
of recommendations with reference to the needs of transportation in 
connection with critical materials. 

The same thing is true, of course, as far as the field offices are con- 
cerned. They have given a vast amount of their time, which nor- 
mally would have been given to business activities, to NPA activities. 
What they usually do with reference to giving out information, pam- 
phlets, and so forth, has been curtailed drastically. Mr. Hayward 
is here and can testify about that. But they are devoting themselves 
now not exclusively, perhaps, but to a large extent to try to handle 
contracts for small-business men or to represent small-business men 
who try to make contracts with the Government. They have even 
moved now into the question of negotiated contracts, which it was not 
too sure could be handled in the field. 


RELATIONSHIP OF NPA AND DPA 


Mr. Cannon. The National Production Authority and the Defense 
Production Administration are both under your jurisdiction, I believe. 
Secretary Sawyer. No. The National Production Authority— 
perhaps I did not make it quite clear—of which General Harrison 
was the head and of which Mr. Fleischmann is now the head, is in 
my Department. That is what you might call the operating agency. 
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What it does is to handle this whole production and allocation of 
priorities problem. It really takes the place of WPB in World War IT. 
It does not, however, I may say, deal with transportation except 
such as is in my Department—that is, aviation, public roads, maritime, 
etc. Railroads, trucks, busses, and so forth, are handled by Mr. 
Knudson of ICC. The matter of gas and oil transportation is in the 
Department of the Interior. The matter of hard fuels and so forth is 
handled in Interior. Certain critical materials are handled in Agri- 
culture. But the vast bulk of the operating end of this whole mobili- 
zation thing is under the National Production Authority in my 
Department. 

Now, over that sellin authority or activity is the Defense 
Production Administration, of which General Harrison is now the 
head, who testified, I think, just before I did. That is not an operating 
agency; it is an agency which coordinates the industrial phase of 
mobilization and is concerned with requirements. For instance, he 
is the one to finally decide, if there is a serious question as between the 
need for steel for transportation and the need for steel for increasing 
the steel capacity, who gets it. He is the final production power 
authority. 

Mr. Cannon. Both of those agencies, both NPA and the Defense 
Production Administration, are allocating material? 

Secretary Sawyer. Yes. 

Mr. Cannon. Just where is the dividing line? 

Secretary Sawyer. I tried to point out we deal with such things 
as steel, copper, tin, rubber, and the normal commodities. ICC 
under Mr. Knudson deals with transportation facilities such as rail- 
road cars and so forth, and his activity is subordinate to General 
Harrison. General Harrison does not undertake to operate that and 
does not undertake to operate NPA, but he has the over-all authority. 
Then over him is Charlie Wilson, who has a hand in dealing not only 
with the Production Authority of which General Harrison is the head 
but with wage stabilization and price stabilization and all of your 
multidudinous activities that are in this mobilization effort. 

Mr. Cannon. There is no overlapping, then; there is no conflict 
there at all? 

Secretary Sawyer. No; there is no conflict. Originally there were 
some slight differences of opinion—never anything important at all; 
I had never any problem with reference to any other agency so far as 
the activities allocated to me were concerned. I did not undertake to 
get out of my own area, and I never had any serious problem there at 
all. I think that thing now, perhaps, is more easily handled than it 
was before, since the Defense Production Administration had been 
set up. 

NEED FOR ESTIMATED ALLOCATION 


Mr. Cannon. So far as your Department is concerned, the work is 
moving forward steadily. Do you think you will require all of this 
money that is proposed here for allocation to the Department of 
Commerce—the entire $9,870,000? 

Secretary Sawypr. Yes; I do. I will tell you, if I may, why I 
think so. I have undertaken—it has not been prepared in final form, 
but I have from time to time undertaken to make comparisons 
between the operation of the War Production Board, which during 
World War II was the same agency type of thing that the National 
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Production Authority is today, and I am informed we are doing in the 
National Production Authority today an equivalent job to what was 
done then, with far fewer people operating and at far less expense. I 
realize, of course, that the operation there involved a much tighter 
mobilization than we have today, but the truth of the matter is that 


. the additional number of people being mobilized, while it adds some- 


thing to the burden, does not add to it proportionately. So I feel— 
and I think I am ‘absolutely correct in this statement—that the 
National Production Authority is a very well managed operation. 

You asked me if I felt it was satisfactory. I would not for a moment 
sit here and tell the members of this committee that I felt it was 
perfect. I am sure mistakes were made, and probably mistakes will 
be made in the future. Where they were made, as evidenced on one 
or two occasions—I do not operate on the theory that we are never 
wrong—we tried to correct the mistakes and tried to move in and 
admit them. But, in the main, I think the operation has been very 
well handled, partly because the men who are handling it had experi- 
ence in it in World War II and partly because they are men of great 
ability and partly, if I may say so, because I think they have had some 
benefit from operating within an existing department. 

I am certainly of the opinion that this money is needed. I will 
also say to you, if I find out it is not needed, it will not be spent, and 
I have issued instructions to all of my subordinates that that is the 
way they are to operate. One example is the money we saved in 
connection with the Commodity Divisions. I might also say I have 
proved in the past that I do operate in that way. For instance, on 
on the voluntary agreements program which I handled 3 years ago, 
just as soon as it was apparent that that program was not needed, I 
wound it up-and turned the money back and completed the activity 
altogether. 

Mr. Cannon. Under your policy, none of this money can be ex- 
pended for the purpose of keeping on supernumeraries? 

Secretary Sawyer. Certainly not. If this committee finds it is 
being done, I would regard it as a favor if you would let me know. 

Mr. Cannon. The details of these various appropriations will be 
taken up by activities with those directly in charge of them. You are 
discussing just the broad, general outline. 

Secretary Sawyer. That is right. 

Mr. Cannon. Mr. Thomas. 

Mr. Tuomas. Mr. Secretary, you have made an excellent statement. 
You are a top-notch narrator and a fine executive. I have no ques- 
tions. 

Mr. Kirwan. I want to congratulate the Secretary not only on his 
statement here but on his talk to businessmen in New York, I think, 
last July. I think you were the first one in the country who came out 
and said business controls were going on and they would have to 
expect them. At that time the magazines and the press disagreed with 
you, but recently I have read in different magazines and in the press 
that you were months ahead of the rest of the Cabinet. I have read 
that several times. I suspect that would be because of the training 
you had with Proctor & Gamble, one of the biggest companies in the 
country, with which you were affiliated, with radio stations, with the 
Pittsburgh Pirates, and you were trained probably in your service as 
a city councilman. 
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Secretary Sawyer. That was the most important part of my 
training. 

Mr. Kirwan. You were trained again as lieutenant governor when 
you were the head of the Senate of the State of Ohio, where you had 
to come to know what it is to save money in operating agencies. 

I again want to thank you and to congratulate man berate you 
have done a good job. 

Secretary Sawyer. Thank you very much. I might comment on 
your statement about price and wage controls that I did last July say 
I thought we ought to have them; but, as you suggest, there were not 
very many others who agreed with me. 

Mr. Kirwan. You were the only one in the United States at that 
time, and you made an address in the Waldorf Hotel of New York at 
that time, and you said controls should go on. That was in July. 


INCREASE IN PERSONNEL 


Mr. Taser. Mr. Secretary, you have a tremendous build-up in a 
lot of these organizations that is in sight. 1 won’t go into too much 
of that detail right now, but I will do so later. 

I cannot very well understand how you are going to go ahead and 
build up as fast as you say you are in this statement on page 18 and 
have it effective. Unless you are going to take something out of some 
other agency that is already functioning, I would be afraid you 
would just clog the works and they would be in each other’s way. 

You jump from a present estimated set-up of 1,100 in the National 
Production Authority to 2,400 in a month, and you jump from there, 
in 3 months more, to 5,800, which is practically 2 times the set-up 
that you would have on the 3lst of March. How about that? Or 
would you rather | would ask that of somebody else? 

Secretary Sawyer. No. I would just as soon you ask me, but 
perhaps you will get a more detailed answer from somebody else. 

1 agree with you that it is perhaps even alarming to watch the 
rate at which those activities grow. It is also true, as you suggested, 
as they grow rapidly the tendency is to take people from the other 
agencies or at least to try to do so. 

Mr. Taser. If you do not take them from the other agencies, you 
take them from the outside. 

Secretary Sawyer. That is right. 

Mr. Taser. And | do not know whether you get the pick or the 
scum. 

Secretary Sawyer. That depends on how alert you are, I guess. 
I may say, however, that one of the problems which we face, which I 
am sure your committee is interested in, is that these temporary 
agencies have a tendency to come in and do the very thing you are 
suggesting, and they accomplish quite a bit by offering salaries at con- 
siderably higher figures than we are able to pay in existing agencies. 

I have had an example of that today. I have every day. People 
want to leave the Department of Commerce and so forth and go with 
other agencies because they can get maybe $1,000 more than they are 
getting now. That problem may be unavoidable, but I myself have 
insisted—and Mr. Fleischmann will bear me out and General Harrison, 
too, if he were here—that I won’t let anybody leave my Department 
and get more than one grade boost in connection with the change. I 
discourage moving, but once in a while there are men who are skilled, 
and I have had pitiful appeals made to me that they should get a 
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great deal more. That is true of the most of them, in fact. I have 
said “I am sorry, but I cannot change the set-up.’’ I am sure I have 
saved, by reason of that policy, a large sum of money, and that policy 
will continue to save a great deal more. What we will do in competi- 
tion with other agencies that can pay more, I do not know. It is a 
pretty serious problem, as you indicate, and it really boils down to a 
sincere and honest effort on the part of them who head these agencies 
to cooperate in this program of economy. 

Mr. Taser. Now, this disturbs me a little more. Over on the 
next page you show for November, 742; for December, 992; for 
January, 1,470; for February, 2,490; and for March, 3,313, while 
over on the other page you show present employment of 1,151. I 
do not know what date that is. You show for March the same figure 
that is shown on the previous page, but the previous figure does not 
jibe. 

Secretary Sawyer. I would prefer to leave the reconciliation to 
the man who got up these figures. Frankly, I cannot explain, if it 
does not jibe. The 3,313 does agree on the two sheets. 

Mr. Taper. That does agree. Of course, I cannot tell anything 
about the subsequent figures. That is guesswork for you just like . 
anybody else. 

Secretary Sawyer. It is not guesswork, but I do not know how 
the figures were arrived at. So far as the future is concerned, it is, 
in a way, guesswork. 

I may say this—and Mr. Fleischmann, I know, will confirm what 
I say—that our effort is not to increase as rapidly as possible. I 
think we could easily have put on a great many more employees mae 
we have and perhaps given a fairly reasonable justification for it, 
but we have been very careful not to grow any more rapidly onl we 
had to. We are now working and have been for several months on 
a so-called control-of-materials plan which, when made effective, 
will require a large increase in employees. That is one of the elements, 
I think, in this suggested increase. 

Mr. Taser. You show on page 20, as the average number of all 
employees, 752 compared to the 31st of March, and that would be on 
a basis of somewhere around $750 or $800 a head. Are they that 
caliber of employees? 

Secretary Sawyer. I am not certain I can answer that question as 
to all of the 752. I think perhaps it might be easier for you to get the 
answer to those detailed questions from Mr. Cawley. 

Mr. WieeLeswertH. How many field offices do you have now? 

Secretary Sawyer. There are 100 separate offices operating—92, to 
be exact. 

Mr. WieeLteswortnH. Right now? 

Secretary Sawyer. Right now. 

Mr. WiGe.esworru. And you plan to increase not in the number 
of offices but in the personnel per office? 

Secretary SawyER. We do not plan to increase those very much. 
We feel they are about at the top at that number. It may be around 
100. What we have done—I think I answered that in answer to the 
chairman’s question—we have shifted activities from what were 
normally carried on in the field offices to the others. I think normally 
we have only 42 regional offices. 

Mr. WiceLeswortH. Page 18 shows a total 530 personnel today, 
and you want to go to 1,100 at the end of March and to 1,840 at the 
end of June. 
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Secretary Sawyer. That is right. 

Mr. WicGieswortH. And you say that is for the same number of 
offices? 

Secretary Sawyer. Practically the same. I think they do not 
intend to go over 100. But their job will be to handle, as I explained, 
the decentralized activity of NPA. 

Mr. WiacGLeswortH. That is a signee increase in six months. 
I am not clear as to your functions yet. For instance, on page 5 you 
say that NPA has three fundamental jobs, and you specify them. 
Are not those jobs which General Harrison’s Defense Production 
Administration also has to do? 

Secretary Sawyer. No. As I tried to explain awhile ago, General 
Harrison’s office is not supposed to be an operating office at all. I 
mean that is not an operating agency. It is a coordinating and super- 
vising agency. All of the operation that is carried on as far as 
materials are concerned, with the exception of hard fuels and agri- 
cultural materials, is carried on in NPA, and there is and will be no 
duplication as far as I know. If there is, I certainly will try to elimi- 
nate it. 

Mr. WiccLteswortu. Is there any similarity between NPA in the 
other departments concerned? 

Secretary Sawyer. No; there is not, except in Interior there is an 
agency which handles, for instance, fuels—gas, oil, and coal—and in 
ICC Mr. Knudson is operating with reference to transportation. In 
that respect it is similar to what I am carrying on in Commerce. 

Mr. Wiacieswortu. Take the first statement: “To provide a clear 
track for the military program including reserves of strategic ma- 
terials.”” What does that mean—a matter of allocation? 

Secretary Sawyer. That means if they need rubber for the stock- 
pile we have to work out a program by which restraints are put upon 
the use of rubber. We have meetings with the industry interested, 
and we have meetings with those w ho will use the rubber. 

Mr. WicG.ieswortu. In other words, you allocate the aveilsble 
supply as between claimants? 

Secretary Sawyer. The first thing we do is to get it for the military. 
You asked me to explain item No. 1 

Mr. WiaGieswortnH. Yes; that is right. 

Secretary Sawyer. The first thing is to see that the military gets 
everything they need for defense. Rubber is a good example with the 
supply as tight as it is at the present time. When the military gets 
what it needs for the current program and stockpiles it, there the job 
of NPA is to try to take care of the program of allocation for what is 
left. That is an operating job. All of this work of getting together 
the facts and figures and issuing the order, which involves a lot of 
technical, detailed work, is in NPA. 

Now, General Harrison’s activity is a policy activity. For in- 
stance, he would be the one to decide whether the stockpiling should 
proceed at the rate it is now or whether we should cut down the amount 
below that in the stockpile, or whether the Military Establishment 
needs to order rubber 6 months ahead. That is the type of policy 
control which he exercises, but the actual telling of the rubber manu- 
facturer how much rubber he can use is a question in the NPA de- 
partment. 

Mr. Wiaa.ieswortH. But the decision is made by DPA? 
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Secretary Sawyer. He can overrule NPA, if that is the question 
you have in mind. 

Mr, WiGGLeswortH. Reading the definition of the three principal 
functions of NPA, it would seem to me that it indicates you make the 
decision, where there is not enough to go around of any commodity, 
as to who shall get it and how much. That, I understand, in broad 
terms, is exactly what General Harrison is doing in his set-up. 

Secretary Sawyer. Well, if there is duplication—and it is conceiv- 
able, Mr. Wigglesworth, that there is some duplication—I think it 
is very slight. Mr. Fleischmann is here. He is head of NPA, and 
I think he can give you detail sufficiently clear so that it will be clear 
exactly as to what we do. I make the decisions, myself, the major 
decisions are made in NPA. Then, on the question of whether we 
should stockpile or remove the rubber as rapidly as possible, that is 
an over-all decision which General Harrison would have to make in 
his shop. NPA is the operating agency. 

Mr. WicGieswortsH. By operation, you mean communication 
with the respective claimants? 

Secretary Sawyer. I mean that they begin the work on the order. 
They first investigate and get a statement of what is needed and an 
analysis of what is needed by the military, and we will be left to 
undertake to figure out how much will be coming in, speaking of 
rubber. I did this even before we had NPA set up. I issued an 
order in reference to that in August, because I had that authority 
before Congress passed this present act. That type of thing has 
gone on all along. When Charlie Wilson was made the head of 
mobilization here, he asked the President to issue an order setting 
up the over-all situation. Upon doing that, he promulgated what we 
would do in connection with production. In other words, it would be 
the over-all final authority on the production problem. 

No. 2, to provide for an equitable distribution of materials after 
meeting defense requirements. That is where we get into the question 
of limitations and allocations, which Mr. Fleischmann could explain 
to you. He issued an order recently about what can be used in the 
way of automobiles, copper, aluminum, and so forth. 

Mr. Wiceieswortu. I think I will not ask anything further, Mr. 
Chairman, but I will ask more in detail of Mr. Fleischmann. 

Mr. Cannon. Mr. Davis. 


INDUSTRY EVALUATION BOARD 


Mr. Davis. In connection with this Industry Evaluation Board, I 
am not quite sure where this dovetails in with some of these others. 
I notice there are three people there, and it is going up to 16. Is that 
a permanent office in your Department, or is it something that has 
been created since the defense situation arose? 

Secretary Sawyer. I thought I had explained it, but I will do so 
again. It has not been created since the mobilization effort was 
undertaken as a military effort. It was created after discussions with 
the President and the Secretary of Defense, and so forth, dealing with 
this question of sabotage and attempting the destruction of very 
critical plants in this country, and I do not need to tell you that we 
have some situations that are extremely critical from the standpoint 
of possible destruction and sabotage. 
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The purpose of that activity is to evaluate plants in the order of 
their importance, and then follow that up with protective measures. 
You ask me if it is permanent. It certainly, perhaps, should not be 


permanent, but, in my judgment, it is an activity that ought to go. 


on for at least 3 or 4 years. 

Mr. Davis. Can you tell me what the Agency does with the in- 
formation it collects? For instance, how does it dovetail in with the 
civil defense program, how does it dovetail into the antisabotage 
program, and how does it dovetail into the program of the FBI, for 
instance? 

Secretary Sawyer. As far as the civil defense program is concerned, 
I assume that there is also coordination there. 

The real purpose of this activity, in my Department, is to decide 
the order of preference, whatever you might call it, in which it is very 
important to protect these plants. In other words, you might have 
one idea, and I might have another idea, and the Defense Department 
another as to which ones are important. You might say they are all 
important, and they are, but we cannot have quite adequate protec- 
tion for all of them. The idea is this: They will evaluate the im- 
portance of plants from a defense standpoint. 

We coordinate all of this information there. This man in my 
Department is chairman of a committee on which the military is 
is represented, but I do not think the FBI is, although they would 
certainly be in cooperation with the FBI force. They have assign- 
ments to do certain things. I would assume that there would be no 
conflict whatever between the activities of this very small operation 
in my Department and the FBI. If I heard of any such conflict I 
would certainly stop it if any existed. The idea is to get somebody in 
the Government who knows about this problem, which is very serious. 

Mr. Davis. I am a little curious to know the actual practical use 
that would be made of information collected, and the decisions made 
by this Industry Evaluation Board. 

Secretary Sawyer. Well, I will tell you exactly what we plan, that 
just as soon as they have made their evaluations that the various 
agencies of Government will be assigned the responsibility for protect- 
ing certain plants. The Army will be one of them, the Air Force 
another, and the Martime Board another. Right in my Department 
we have 2,000 ships in the moth ball fleet. We began immediately 
protecting them on our own when this situation arose. Of course, the 
military has done the same thing in their area. It was felt to be 
desirable to have this whole thing integrated into one program. 

I will be glad to have the man in charge of this talk to you about it 
if you want him to. I would be glad to have him give you an explana- 
tion of it. As a matter of fact he is here right now. 

Mr. Davis. I will be glad to talk to him sometime. 

Secretary Sawyer. He will be glad to talk to you. 

Mr. Cannon. The committee will recess until 10 o’clock tomorrow 
morning. 

Secretary Sawyer. Thank you, Mr. Chairman. 

Mr. Cannon. Thank you, Mr. Secretary. 
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Tuurspay, Marcu 8, 1951. 


NATIONAL PRODUCTION AUTHORITY 


WITNESSES 


MANLY FLEISCHMANN, ADMINISTRATOR 

H. G. WILDE, ASSISTANT TO THE ADMINISTRATOR 

PHILIP G. ASHER, DIRECTOR, BUDGET AND MANAGEMENT, NPA 
CARLTON HAYWARD, DIRECTOR, OFFICE OF FIELD SERVICES 
FRANCIS R. CAWLEY, DEPARTMENTAL BUDGET OFFICES 
OSCAR H. NIELSON, DEPARTMENTAL (BUDGET EXAMINER) 


Mr. Cannon. We have with us this morning Mr. Fleischmann, 
Administrator of the National Production Authority. You have a 
prepared statement, have you, Mr. Fleischmann? 

Mr. FLeIscHMANN. I| have no prepared statement, but I thought, 
after hearing Secretary Sawyer, that if you would like to have me do so 
I would go into a little more detail on what our particular functions are 
first, and then answer any questions the committee may have. 

Mr. Cannon. We will be glad to have you do that. 


GENERAL STATEMENT 


Mr. FLeiscHMaNnNn. The National Production Authority, generally 
speaking, has the same kind of legal authority that the War Production 
Board had during World War Il. I say generally, because there are 
some minor exceptions which I will explain to you. 

The Defense Production Act of 1950, provides in general terms that 
the President may allocate materials and facilities when required in 
the defense effort, and that is the kind of authority which has been 
given to the National Production Authority. It differs from the War 
Production Board principally in that electric power is in the Interior 
Department. The distribution and development are also in the In- 
terior Department, but they, too, were never in the War Production 
Board. So that, generally speaking, the job of distributing materials, 
components, and equipment of all kinds is in the National Production 
Authority. 

In the same way the statute provides for allocation of facilities. 
That means that if the necessities of the situation are sufficiently 
grave the National Production Authority could assign a particular 
plant to do a particular war job. It includes all of that vast area of 
powers. 

I might at this point say a word about the distinction between the 
work of the National Production Authority itself and the Defense 
Production Administration under General Harrison. In the first 
place, Mr. Wilson is in charge of this whole area of mobilization, and 
Mr. Harrison’s position is that of Mr. Wilson’s chief and only deputy 
in the whole field of production. 

Now, Mr. Harrison does not do any operating tasks. The fullest 
responsibility and the legal authority for doing that are vested in the 
National Production Authority and certain aspects of it are in the 
Interior Department, and certain aspects in the Defense Transporta- 
tion Agency under Mr. Knudson. 

What Mr. Harrison does is first to establish broad production pro- 
grams and goals; second, make broad allotments and allocations of 
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materials and facilities to accomplish those goals, and, third, exercises 
a general supervising and coordinating function. 

To give you an example of the latter, supposing a decision is made to 
expand aluminum. Now, most of the original supply features of 
aluminum are invested in the Interior Department.’ On the other 
hand, I, at the National Production Authority, have the respon- 
sibility to see to it that all of the working materials and facilities 
necessary to expanding aluminum are made available. At the 
same time the Interior Department, the Secretary of Defense and 
the Power Administration have the responsibility of seeing to it that 
electric power, which is a controlling factor in aluminum expan- 
sion, is made available, and the petroleum people have the respon- 
sibility of seeing that petroleum resources are made available. 

Now, Mr. Harrison’s job is to drive that team. He has to make 
the basic decision that aluminum expansion or steel expansion is 
necessary. Then he has to see that all of us operate as a team, and 
if possible, that we come out together. 

The question was asked yesterday as to whether we each did not 
have allocating duties. That is true in a sense, but Mr. Harrison’s 
duties are what might be better described by the term “requirements.” 
He has broad power of allocation; in other words, as to how much 
of the United States economy can safely be devoted to military uses, 
how much to expand power production, and how much to expand 
freight-car production, which was one of the instances mentioned 
yesterday. In other words, he has the over-all broad program, the 
responsibility for the day-to-day translation of those goals into actual 
achievement, and the rest is the responsibility of the operating agency. 
When you realize that there are, of course, millions of specific purchase 
orders placed by American industry literally every day, the job of 
channeling of the materials to the various companies and to the various 
defense and industrial projects in order to accomplish the over-all 
goals which Mr. Harrison’s office sets is the real allocating job. 

Now, by the nature of the two jobs, however, Mr. Harrison’s 
staff will be comparatively, at all times a small one. 

He has a small advisory staff on requirements which will advise 
him as to setting goals, but the translation of those goals into action 
is our sepandialty. 

We look upon our obligations, and they are listed in this descriptive 
matter which you have, as being three in number. I would like to 
break them down a little further so that you can see what we think 
we have to do. 

In the first place we consider as our first job, the job of seeing to it 
that the rearmament program proceeds on schedule. That was our 
No. 1 job when we came down here, and it still remains our No. 1 job. 

Second, you cannot have military end projects without a very strong 
supporting industrial economy, and we think our second job is to see 
to it that all essential industrial production gets taken care of—that 
is, steel mills, aluminum plants, and all of the rest of them. 

Third, in order to accomplish that strong industrial job we think 
that American industry must expand. We think this, unfortunately, 
may be a long effort. We think American industry, based on past 
experience, can produce all of the guns we need and a good deal of 
the butter we need in addition, so we think expansion is another 
tremendous job that has to be undertaken, and it 4s going ahead. 
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Fourth, after you take care of the needs of these essential indis- 








eS 
q pensable producers there is going to be a good deal left over for civilian 
0 4 production, and I include autos and radios and all of the rest. Un- 
of 4 fortunately when you have a tight supply situation you divide on the 
or a basis of very inequitable distribution. One fellow gets 100 percent, 
1- q and another fellow gets 20 percent, depending on his purchasing 
4g . power and his relationship with his supplier. We have the responsi- 
1e 4 bility to see to it that something is done to make a little fairer dis- 
d 4 tribution of that already very short supply. So our fourth task, as I 
it : see it, is to do as best we can the job of distributing the available 
\- % supply among the civilian claimants after taking care of the military 
- s and industrial needs equitably. Finally, we have the specific job 
a also of protecting to the fullest extent we can the small business 
e q operators who always, no matter what the efforts of Government may 
is % be, have had added difficulties in time of scarcity such as we are going 
d a through now. 
q Congress recognized that they had specific problems, and we recog- 
t 2 nize it too, and we have set up a special means to try to take care of 
'S q them. 
” 2 Now, we have used every bit of experience in that which was avail- 
h * able from World War II in trying to accomplish this job. 
;, % We have recognized that there might be war, and that it was our 
d 9 job to see to it that the country was as well prepared as possible in 
d 4 the event of war. We realized that it might be a long-drawn-out 
e & operation, and we tried to accommodate the methods we used to 
1 ‘’ that factor. Nevertheless, many of us felt that a very perilous time 
% . was coming this spring, and we felt we had to go ahead full steam to 
e 2 get ready for such an eventuality. In the 6 months since we have 
f ’ been in operation we have been able to set up some basic procedures. 
s a I went through this before, so I know, and then it took about 2 years 
1 ~ to accomplish it. From the experience that we went through there, 
. I think we learned something and that has been compressed into a 
g 3 period of about 6 months. 1 remember the priorities system which 
3 was used during World War IJ. It was a terrible failure, and I 
5 + remember the terrible experiences that we went through at that time 
1 4 with the priority system which merely placed a manufacturer back 
i one further in preference to another. A great many more priority 
, | tickets were turned out than there were materials or facilities avail- 
: ’ able. As a result we went through an inflationary period, and the 
. # priority became a mere hunting license that was useless because 
4 everything was given a priority. 
’ General Harrison, in this effort, wisely decided to prevent that 
. : course, and he pretty much confined the use of the priority system to 
' ‘ three general small areas in the military program, and as a result of 
, 4 that decision our major military program is pretty much on schedule 
‘ at the present time. As to the special facilities, we think that the 
expansion of aluminum and steel is just equally as important to the 
i military program. We have very recently used the priority system 
. for what is commonly known in our establishment as the MRO 
program, maintenance, repair and operating supply. We believe it 


: 
, 4 quite essential that American industry get the minimum quantities 
. | that they need in their ordinary day-to-day supply operation of such 
things as copper wire, which always gets in short supply at a time like 
this, and we have given American industry the right to use that 
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system for that purpose. We have not extended the priority system 
beyond those general areas, although we use it on an individual operat- 
ing basis when that appears to be necessary. 


FIELD SERVICE 


As a result of our experience in the last war we have also started to 
make much more extensive use of the field service than was done in 
World War II, or, at least until the later days of it. 

I remember during the early days in the War Production Board 
that I was convinced, as everybody else was, that all of these matters 
had to be decided in Washington. We all felt at that time that all of 
the wisdom in the world was gathered there. Later events proved 
that to be wrong, and that the success of an operation of this kind 
depends upon decentralization. We started out this time to decen- 
tralize as rapidly as possible, and some of the administration of this 
program is already in the field, and much more of it will be placed 
there just as rapidly as we can do so. 

I will say just a few words about the general system that it seems 
to me will have to be in use if the present rearmament program is to 
go forward. 

After about 2 or 3 years the War Production Board developed 
what was called the controlled materials plan. That was a system 
for making a mathematical division of the available supply among all 
of these industrial, military, and civilian needs. It was operated by a 
so-called Requirements Committee in the War Production Board. 
And that function is now in General Harrison’s shop. Under the 
system, the basic metals, steel, copper, and aluminum are weighed and 
parceled out among all of the industrial programs and to meet the 
needs of the military, and then tickets are given in accordance with 
the available supply instead of through a priority system which is 
not related to the available supply. 

It is my own belief that no final decision has been made on this 
subject, but I believe that something like a controlled-materials plan 
will have to be used in the third quarter of this year. 

I want to explain to you the reasons for that. There are indica- 
tions that the military program is already, of course, assuming very 
great proportions, but with all this great expansion effort which we 
are making, with the need for more ships to carry cargoes around 
the world, and more freight cars and all of the rest of our needs, 
that essential program is going to take a very large proportion of the 
necessary types of steel, copper, and aluminum. 

In addition to that it is going to take an even greater proportion 
of some of the scarcity metals such, for example, as cobalt, nearly 
all of which is imported, and will be needed, and chromium, and 
columbian, 100 percent of which is now needed for the military. 
Many of the scarce metals will be needed entirely for the military. 

You see, these statistics that are put out saying we will need only 
25 percent of our production for the military do not mean very much, 
because in the case of particular items they will need all of them, and 
in others more than 25 percent. That means that when you cake X 
quantity for military use there is that much left for civilians. 

We stockpile aluminum and copper and all of the rest of the metals 
in raw form, and only a small part of it ever gets into the industrial 
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machine, so that actually in 1951 there is less metal going into the in- 
dustrial machine than in 1950. To me that is understandable con- 
sidering the international situation. Nevertheless, it creates addi- 
tional shortages, and, of course, those shortages affect the civilian 
consumer and the industrial seller. 

You see what happens if there are no regulations placed upon that. 
In that case automobile production, for example, goes ahead at nearly 
100 percent of capacity, whereas you gentlemen have heard, as I do 
every day and every hour, of complaints from some essential pro- 
ducers who are getting either nothing at all or a very small percent- 
age of what they need. 

It is my own judgment that this very great imbalance cannot be 
allowed if we are going to accomplish this industrial program. Those 
are the considerations which led me to believe that we must have 
something like a controlled-materials plan in operation. We have 
already made all of the preparation and plans for this work. Now, 
if we should later find that we did not need it, I would be the first to 
say “Amen.” 

To give a few statistics that I learned from WPB experience, when 
they were operating on that plan they had 23,000 people. Now, we 
think we can operate it with something like one-third of that number. 
I mentioned that operating controlled-materials plan which relates 
only to three metals. I have spoken of other materials which are in 
short supply-and also chemicals which are in short supply. 

Take sulfur, which is a very good example. Sulfur will probably 
have to be rationed out just like other scarce materials. There were 
one hundred and one-odd items the War Production Board found it 
necessary to allocate, and I believe as many as 1,000 items at one 
time. With the present military program being small we will never 
have to allocate that many things, but I am afraid we will have to 
allocate many of them, and I would say at least 100 of them will 
probably have to be allocated later. If our assumptions are correct 
that this military program must go forward, and that the industrial 
program is required to support it, then it is my belief that if we are 
going to do it in an economical way, based upon our experience from 
the last time, we have to eliminate all of the priorities before we can 
hope to do any kind of a creditable job. 

Now, that is a brief review of what we have done, what we are doing, 
and what we see ahead. I think that it would be helpful now if I 
just confined myself to answering any questions that you have on the 
details of it. 

Mr. Cannon. That was a very clear statement, Mr. Fleischmann 
and right to the point. By way of a preliminary inquiry, how long 
have you been in the Department of Commerce? 

Mr. FierscamMann. About 5 months. Would you like to know my 
general background? 

Mr. Cannon. Yes. 

Mr. FiLetscHMann. I practiced law in Buffalo, N. Y., from 1933 
to 1941. 

I was then asked by John Lord O’Brian to come to the War Pro- 
duction Board in 1941 as Assistant General Counsel. 

In the War Production Board I drew up the first priority regulations 
and stayed with the Board until 1943, at which time I helped Mr. 
Brasted and others to originate the controlled-materials plan. I went 
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into the Navy at that time, and when I returned from overseas I 
headed legal work in the State Department for 3 months. Mr. 
McCabe was winding up the lend-lease agreements at that time, and 
I then resigned from the Government and returned to private prac- 
tice, where I stayed until July of this last summer. At that time I 
was asked by Mr. Foster to head an ECA mission to go to Indonesia, 
and I was about to get op the ship when Mr. Sawyer requested me 
to become General Counsel of the National Production Authority, 
which was just then being set up. 

I remained in that capacity until about January 15 of this year, 
when Mr. Harrison was made Defense Production Administrator, and 
immediately after that I was made head of the National Production 
Authority. 

Mr. Cannon. So you have only been with the Department of Com- 
merce since last September or October? 

Mr. FLerscHMAnn. August 18, I think it was. 

Mr. Cannon. What duties and functions have you taken over 
which were formerly performed or exercised by the Department nor- 
mally? 

Mr. FieiscHMann. I can answer that generally in this way—I am 
not sure that I will have the names of these bureaus correct, because I 
had nothing to do with Commerce before. 

Generally speaking the Bureau of Industry and Commerce was 
organized on a commodity basis. In other words, they had a Steel 
Division, a Copper Division, and an Aluminum Division, and so forth. 

Secretary Sawyer directed that all of those commodity divisions be 
transferred, I think completely, to the National Production Author- 
ity. We did take over, therefore, all of these commodities in addition 
to the emergency commodities which are now the great bulk of their 
work. 

Mr. Cannon. That decreased, then, to that extent the burden on 
the Department of Commerce in its regular work under normal 
conditions? 

Mr. Fierscumann. Yes, I should think so. I know that all of 
those divisions were transferred to our jurisdiction; yes, sir. 


EMPLOYEES TRANSFERRED 


Mr. Cannon. Were any employees transferred with your transfer 
of functions? 

Mr. FLetscHMANN. Oh, yes; all of the employees wére transferred 
bodily to us, sir. 

Mr. Cannon. You took over the employees? 

Mr. FierscuMann. Yes. There probably were some other units 
transferred too, but I know all of that former industrial operation was 
transferred to us. 

Mr. Cannon. Suppose when your remarks come back to you that 
you elaborate on that. 

Mr. FLeiscHMann. Yes, I will. 

Mr. Cawtry. Mr. Chairman, there were approximately 300 people 
transferred from the commodity set-up of the Department to the 
NPA. At that time was placed in reserve $1,250,000. 

Mr. Cannon. Give us the exact number of personnel transferred. 

Mr. Caw ry. Yes, sir; I will supply those for the record. 
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(The matter referred to is as follows:) 


The total number of persons transferred from the Bureau of Foreign and 
Domestic Commerce was 404 which figure includes Small Business staff as well 
as Commodity Divisions. 

Mr. Cannon. That transfer was made last September or October? 

Mr. FieiscoMann. Approximately September 15. 

Mr. Cannon. Last September? 

Mr. FLEISCHMANN. Yes, sir. 

Mr. Cannon. Can you give your personnel as of September 15, 
and your personnel as of today? 

Mr. FuriscuMann. Yes, sir. 

Mr. Haywarp. The latest figure on employment as of February 
28 is 1,428. 

Mr. Cawtey. Yes. 

Mr. FieiscHMann. That is exclusive of the field service, sir. 

Mr. Cannon. Does your field service consist of some of the old 
staff, or is it entirely new? 

Mr. FietscHMANN. No. What happened was this: When General 
Harrison and I came down here we immediately investigated the kind 
of field service they had and we found that there was functioning 
efficiently in Commerce a field service, and we felt that it would be 
an enormous duplication and waste of money to try to set up our own 
field service, as was done by WPB. 

We then arranged with Secretary Sawyer to have Commerce field 
offices serve the National Production Authority, and that policy has 
been continued without any change, and I do not anticipate making 
any change. 

Mr. Cannon. You found that satisfactory? 

Mr. FiLeiscHMann. Yes, sir; I found it very satisfactory. It is 
much better than we could have done for ourselves. 

Mr. Cannon. It is very fortunate that you had this opportunity to 
serve with the War Production Board because you entered into your 
duties in a position to avoid a great many of the errors which were 
made before and to expedite the work, and to do it a little more effi- 
ciently, perhaps, than it was done before. 

Mr. FietscHMann. We try; I do not know whether we have suc- 
ceeded. 

Mr. Cannon. To what extent do you think that you will achieve 
your objective at this time? Having taken over this work, just how 
effective has been your work up to date? 

Mr. FietscumMann. I take a great deal of pride in the fact that the 
military programs are all on schedule and, after all, that is what we 
came down here for, and that is going along. 

Mr. Cannon. That is highly satisfactory and it is a primary objec- 
tive. 

EXPANSION oF Faciuiries IN Support oF INpusTRY 


Mr. FietscumMann. I will take the good ones first. I think the 
expansion of facilities is going along well, basically. We have had 
additional demands for steel. It is less satisfactor y in aluminum, but 
it is not bad. 

In many other things, chemicals, and so forth, we have sizable 
demands to expand the national production facilities, and I think 









that is all very well. In the field of supporting industrial needs it is 
less good. 

Mr. Cannon. You mean maintenance? 

Mr. Fiei1scHMann. Well, the old job of getting nuts, bolts, and 
1,001 other items that you need to make a tank, and all of the rest 
of the machine tools and everything else. It is going less well, the 
reason being that there is not, to my way of thinking, any system of 
allocation like the controlled materials plan that will shift all of those 
little hundreds of thousands of supporting industries and keep them 
operating at anything like capacity. Everybody that manufactures 
anything is really turning out a tremendous amount of stuff. Actu- 
ally everybody is going = oe on this thing, but there should be more 
distribution of materials within the supporting industries, and we 
need it very badly. 

Mr. Cannon. To what do you attribute that situation and how 
could it be remedied? 

Mr. FLeiscHMann. The situation is caused by this shortage we 
have, Mr. Chairman. Two things happened—— 

Mr. Cannon. May | interrupt you there just a minute? 

Mr. FLeiscHMANN. Yes, sir. 

Mr. Cannon. It is my understanding from all the reports we have 
had here that last year at the beginning of the Korean War produc- 
tion had increased beyond anything anybody had ever anticipated, 
and the available resources in sight had expanded. Why then do 
you say there was a shortage? 

Mr. FLeiscHMaNnn. For two reasons. In the first place we have 
superimposed on an economy going all-out, as you have just described 
accurately, a new military program which takes out of the normal 
course of commerce a very large amount of materials and products. 
Tnstead of going into automobiles, for instanee, as before Korea, it 
is now going into jet planes and tanks, and to that extent the ordinary 
industrial machine has been slowed down. That is one thing. 

The second thing is that beginning with Korea we started a much 
more vigorous stockpiling program, and we took out aluminum and 
copper before it ever got into the industrial machine. Those things, 
have, therefore, created very great shortages for the normal producer, 
and they are becoming increasingly more scarce. 

Then there is this one other factor that I should mention. We 
had several industries which were not sharing in the program. I 
speak particularly of the machine-tool industry. 

In World War II we gunned the machine-tool industry, and we 
brought it up from a very low level to a very high level. Immediately 
after World War II it slumped back, and has been going along for 5 
years at something like one-third of its capacity. You see ‘all of a 
sudden now there has been an enormous demand for machine tools, 
and at the present time instantaneously everybody wants to get a lot 
of machine tools because they are going to be needed a year from now. 
All of a sudden the whole manufacturing industry has begun to make 
claims for this same material that everybody else wants, so that we 
find, of course, very, very many dislocations. In other words, we 
find one manufacturer getting 100 percent of what he used last year, 
and the fellow right next door to him who does not have the same 
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L Is good relations with his supplier, or credit, is getting only 50 percent, 
and another one is getting 10 percent, or in many cases less. We 
find that all over the country. 

nd Mr. Cannon. You mention stockpiling as quite an important factor 

est here in slowing down the mobilization of materials. 

the : Mr. FLEISCHMANN. Yes, it is. 

of % Mr. Cannon. Before the Korean War we had a definite stock- 
me piling program. 

om a Mr. FietscHMann. Yes, sir. 

aan : Mr. Cannon. I am sorry to say that we proceeded on that at a 

bu- ~ much slower rate that we should have proceeded. 

wate 7 Mr. FuerscHMaNnNn. That is right. 

we * Mr. Cannon. But we had a definite amount to be accumulated of 

~ each strategic material. How far at this time have you filled your 
wid - anticipated requirements? I take it for granted that the war has 
; ~ expanded the program that we had in operation at the time this war 
-™ » opened. 

Mr. FLEISCHMANN. Yes, sir; that is correct. 

4 ‘ Mr. Cannon. Just how do we stand on that, and how nearly have 

"we achieved the original program of stockpiling resources, and how 
halal much has it been expanded, and how soon will you have laid by 
ri ' sufficient stockpile so that you can channel such materials into 

dl, - immediate use? 

do 4 Mr. FLeIscHMANN. May this part be off the record? 

. Mr. Cannon. Yes, off the record. 

i (Discussion off the record.) 

al TIN 

om Mr. CANNON, What are the principal sources of tin now? Do you 

oe : still get tin at Cornwall like Caesar did? Le ; 

‘ . Mr. FLerscHMANN. Yes, some, but the principal sources of tin are 
ah > now Burma, East Malaya, and Indonesia, if I am correct. 

. ‘ Mr. THomas. And Bolivia. 

“ : Mr. FLEISCHMANN. Yes, I overlooked that; South America also. 

iy 5 Mr. Cannon. Now you are evidently proceeding along very satis- 

Sie - factorily in most of your program. How do you expect to increase 

_ that program? What additional functions do you expect to take 

I _ over in general? = ae ke a hs 
i Mr. FLerscHMANN. Well, our principal objective, if we are right 
<a - about this thing is to have something very like the old controlled- 

i - materials plan operating by July 1. Under that system, the needs 


5 of all essential producers are taken care of. In other words, al! 
essential producers get a ticket from the Government entitling them 





‘e to buy steel, copper, and aluminum in preference to having that same 
ve steel, copper, and aluminum go into automobiles and — boxes and 
what not. That is a system that was developed as the result of 2% 


years of experience at the War Production Board. 

The mere fact that the military program is a little smaller does not, 
unfortunately, change the character of the problem, the shortages 
= va there, and it is our view that the same procedures have to 
ye used. 
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PETROLEUM INDUSTRY 


Mr. Tuomas. Take, for instance, the oil industry as an example, 
how would it work in the oil industry? That is one I know something, 
about. 

Mr. FierscHMann. Let us take first the oil-drilling industry as 
distinguished from the fellow who makes the machinery togo in to it. 

Mr. Tuomas. All right. 

Mr. FieiscHMann. In the oil-drilling industry the point of ¢ ntact 
for the oil-drilling industry is in the Interior Department, with the 
Petroleum Administrator for Defense. They will jointly operate 
with us just as we did in the War Production Board on the controJled- 
materials plan for that industry. 

Now, they will gather the statistics as to the amount of steel, 
copper, and aluminum that is needed to maintain that industry by 
shapes and sizes and also on a schedule, generally speaking, of when 
they need it. 

Now, the first step is that they, and by they, I mean the Petroleum 
Administrator for Defense, in common with other claimant agencies, 
the military people, the power people, and others representing in- 
dustry, will sit down in a requirements committee with General 
Harrison and have him list over his need as indicated. 

Mr. Tuomas. The claims are made before General Harrison’s 
board? 

Mr. FLEISCHMANN. Yes, sir. 

Mr. Tuomas. Now, go ahead. 

Mr. FietscuMann. At that point the total demand will probably 
be about 200 percent of the supply, judging from past experience. 

Mr. Tuomas. Say 200 percent. 

Mr. Fieiscumann. That is right. 

General Harrison’s job is to cut the demands down to meet the 
available supply and still leave something left over for the civilian 
operation in carrying on their normal lives. He will authorize X tons 
of steel for the petroleum industry, and Y tons of copper and alumi- 
num, and he will try to make a balanced program out of that. 

Mr. Tuomas. And then turn it over to PAD? 

Mr. FLeIscHMANN. It is then turned over in the first instance to 
us, and we will issue them tickets, these certificates, or whatever they 
are, to the petroleum people, and they will then have the job of dis- 
tributing within the petroleum industry the steel, copper, or aluminum 
that may be available. 

Mr. THomas. Do you turn them over in bulk to the claiming 
agency, which will be PAD, or do you give PAD a certain number 
of tickets and then those tickets are allocated by PAD to ABCD 
industrial people in the oil industry? 

Mr. FieiscHMann. I believe we will do it the way we did it the 
last time which, as I recall it, was that PAD had the job of parceling 
out the tickets. 

Mr. Tuomas. In other words, you are going to hand the PAD the 
lump sum of these critical materials and let them parcel them out? 

Mr. FLetscHMaAnn. Yes, let them give it to the petroleum industry; 
we do not. 
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NUMBER OF EMPLOYEES 


Mr. Cannon. In your justifications you state that you now have 
1,151 employees. I take it for granted that is as of today? 

Mr. FLerscHMANN. I believe it is 1,400 as of now. That last figure 
you see there is about 2 weeks ago. 

Mr. Cannon. And the core of this staff is experienced? 

Mr. FiLerscuMann. Yes, I would say that we have been pretty 
fortunate in getting people with War Production Board experience. 
That is what we try to get when we can, and I think we have been 
fairly fortunate in doing that to date. 

Mr. Cannon. If there is a new project in June, will there be some 
increase in the force you expect to need? 

Mr. FLeIscHMANN. If we operate the controlled-materials plan, or 
if we have to put that into operation our force will have to be about 
three times as large as it isnow. We cannot operate any such system 
at the present time. 

Mr. Cannon. Do you expect to do that; what are your plans? 

Mr. FLEeIscHMANN. Yes, sir; that is what we are trying to do. 
It is a tremendous undertaking, as I said, and as I said before when 
the War Production Board had it, it required about three times the 


‘number of people we hope to do it with. 


Mr. Cannon. You think then, eventually, that you will have 
somewhere between 3,000 and 3,500 employees? 

Mr. FirtscumMann. No; it will be more than that when the system 
is in full operation if it is to do the job, and it will take in Washington, 
as a matter of fact, between 5,000 and 6,000 people and about 2,000 
people in the field. 

Mr. Cannon. You mean that there will be somewhere between 
7,000 and 9,000 people? 

Mr. FLEISCHMANN. Yes; over all. It involved 23,100 the last time. 

Mr. Cannon. And about 2,000 in the field? 

Mr. FieiscHMann. At least that many. The more that we can 
ship out of Washington the more happy I would be. If this thing 
goes on for years I would hope that we would have most of them in 
the field. 1 would like to get all of them out there if I could. 

Mr. Wiips. We are something over 1,600 people now. 

Mr. Cannon. One thousand four hundred and twenty-eight in the 
District and how many in the field? 

Mr. Witpr. That was as of the 9th of February. 

Mr. Cannon. How long will it take you to reach your anticipated 
peak of 8,000 or 9,000, including both the field and Washington? 


AVAILABLE SPACE 


Mr. FierscHMann. We have a lot of limiting factors, and one of 
the most important is space. It sounds silly to get hipped on the 
subject of space. I do not know whether we are going to be able to 
solve that or not. If we could solve the space problem I would hope 
to have in the neighborhood of 5,000 people working by the third 
quarter in operating this sytem. The expansion depends not only on 
getting people in, but on having a little preliminary time in which 
to train them, which we have been doing, and I hope to do that, I want 
to follow that. 
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Mr. Cannon. That is a very unhappy situation, Mr. Fleischmann, 
and I am surprised to hear you state that your expansion depends on 
getting office space rather than the needs you are trying to serve. 

Mr. FieiscHMann. That is true. 

Mr. Cannon. Certainly if these people are needed you will find 
some place to house them. 

Mr. FLe1scHMANN. You remember General Knutson, and he said 
when he died and they cut him open they would find engraved on his 
heart the single word ‘“‘space.” We had exactly the same problem in 
the War Production Board, and as Mr. Wilde will tell you we spent our 
days and nights thinking about getting space to house these people. 

Mr. Cannon. What steps are being taken to provide adequate 
space? That is a bottleneck that ought to be handled quickly. 

Mr. FLerscumann. Mr. Chairman, we are dealing practically day 
by day with Mr. Reynolds, who has charge of all space here in the 
District. 

Mr. Wuirren. Could I interrupt there, Mr. Chairman? 

Mr. Cannon. The gentleman from Mississippi, Mr. Whitten. 

Mr. Wuirtren. This thing points up what has been disturbing me 
all along. We are asking the civilian population to make such and 
such allowances, and to put up with such hardships as the national 
defense may require. We are asking business and labor to do it, and 
the one place, apparently, where we are not insisting on it is in the 
Government. 

You are tied in with the Commerce Department. Why can you 
not require contraction there and let national defense get in and let 
them do whatever they can to help in that, not only in the Department 
of Commerce but other departments? It strikes me that is where the 
rub comes, that your national defense is piled on top of your normal 
operations and it suffers personnelwise and appropriationwise, and it 
strikes me you are failing somewhere in not getting the civilian agencies 
to contract their agencies. You can consolidate them and pull in and 
make this space available. 

Mr. Cannon. That appears to be a logical thing to do, Mr. Fleisch- 
mann, and you told us yourself that you are taking over some of the 
functions of the Department, and Mr. Wilson told us yesterday that 
wherever possible they are curtailing the normal activities of the 
Department during this emergency, and as the gentleman from Missis- 
sippi well says you should contact the other departments and get some 
of their space. However, that is not going to answer your needs if 
you must have space. 

Especially if we get into all-out war what space can be taken to 
provide temporary quarters, and, of course, it ought to be merely 
temporary quarters. 

Mr. FLeiscHMANN. | am going to do something | should not do, 
try to talk on a subject that I am not an expert in. I would invite 
some of you to come down and see the conditions under which they 
operate there in the operation. We have taken entirely too long, as 
we started 3 months ago. We should start tomorrow, because we did 
not start then, building temporary buildings, just as we did in World 
War I, and World War II. Unhappily the Public Buildings people, 
as you probably know, started in desperately negotiating for some 
high priced space recently, and then they were subject to criticism, 
and I believe stopped doing that. If they should not do that, then 
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by the same token, they ought to be building temporary buildings. It 
isassimpleas ABC. You cannot operate under conditions which no 
private business in the United States would tolerate. 

Mr. Cannon. We are making a desperate effort to decentralize and 
where possible we are decentralizing, getting out of Washington. 
These temporary quarters necessarily will be in Washington or 
elsewhere. 

Mr. FieiscHMann. | find it very difficult to think of running this 
central office staff except in Washington because of our intimate 
daily contact with the military. That is what we are there for, and 
they are over at the Pentagon. We could be located across the river 
easily enough. We could not efficiently be outside of the Washington 
area. 

However, what you said, I think, is entirely correct. This is, to 
some extent, a temporary proposition for two reasons. In the first 
place, if we do not have any war we are expanding facilities to increase 
the production of steel and aluminum right now. That means that 
some of these shortages, I hope, are going to be matters of a vear or so. 
When we get through with them we are going to decrease our staff 
and, secondly, we are trying to decentralize operations to progressively 
get a larger percentage of the people out into the field. Now, that 
cannot be done overnight, but it is my duty to bring it to the attention 
of the members of the committee as vigorously as I can. 

Mr. Cannon. With whom have you taken it up? Of course, you 
have taken it up, but what results are you getting? 

Mr. FietscuMann. Mr. Wilde is right here, he knows that whole 
story, and he can tell you. He has handled that for General Harrison 
and me. 

Mr. Cannon. It seems to me if you are going to act on this you 
ought to act immediately; there is no time to be lost. 

Give us a statement on that, Mr. Wilde. 

Mr. Wiipr. We have attempted to schedule out our personnel 
recruitment based on the job, but the biggest part of our effort has 
gone into trying to find space in which to house these people. We are 
on schedule in our recruitment. 

Mr. Cannon. Do you mean space for housing, or do you mean 
office space? 

Mr. Wipe. Office space, sir. 

Mr. Cannon. We have nothing here to do with residence space, it 
is purely office space? 

Mr. Wipe. Yes, sir; purely office space. 

We are now occupying space in the Commerce Department Building, 
and also at 1801 I Street. We are in the old Pension Building and 
around the last week of this month we will start moving into the 
new GAO Building where we have the largest amount of our allocated 
space to date, some 300,000 square feet. Our needs are approximately 
taken care of with the exception of the time element, and that is the 
thing that concerns Mr. Fleischmann and myself. 

Mr. Cannon. That General Accounting Office Building is com- 
pleted, or it is practically completed now? 

Mr. Wipe. It will not be until July. 

Mr. Cannon. And when it is completed you will have ample space 
for the time being? 
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Mr. Witpr. We will be short some 60,000 square feet. Office space 
is generally figured on the basis of 90 square feet per person. We now 
have people operating in as little as 43 square feet. 

Mr. Cannon. Of course, you understand that during emergencies 
you cannot live under ideal conditions; overcrowding is a normal 
situation during time of war. 

Mr. Wiupe. Mr. Chairman, you mentioned the fact that you are a 
farmer yesterday. I am too, and I would say this to you that based 
on good farming practices, if we did not do with our stock better than 
we do with our personnel we would not be good farmers. 

Mr. Cannon. Unquestionably that is the situation. 

Mr. FuietscuMann. It really is shocking. 

Mr. Wixpe. Yes, it is shocking. One of the obstacles with which 
we are faced is feeding these people. I happen to be one who believes 
that you do not grow a better crop than the way you till and plant it. 
We have to take care of the people down in the divisions working on 
this matter, we have to feed them. 

Mr. Cannon. That is not exactly the problem we have before us. 
The problem we have before us is, vou have estimated your needs, 
and we must supply those needs. Now, you say you will be 60,000 
square feet short after you occupy the General Accounting Office 
Building? 

Mr. Wipe. That is right. 

Mr. Cannon. What do you have in view in the way of taking care 
of that additional 60,000 feet? 

Mr. Witpr. We have nothing in view right now. 

As areas of the building are finished we are going to move in, but 
there are periods within the 30 days during which they are not finished 
when we will pile right up. 

Mr. Cannon. Do you think you would be able to get along without 
this 60,000 feet? 

Mr. Witpr. It may be that we can get by but it is not a clean 
operation. 

Mr. Cannon. Of course, we do not expect to operate under ideal 
conditions. 

(Discussion off the record.) 

Mr. Cannon. Now, Mr. Fleischmann, back on the record again. 

Mr. FLeIscHMANN. Yes, sir. 


CURRENT OBLIGATIONS 


Mr. Cannon. What portion of your present allocation has been 
obligated through the month of February? 

Mr. FieiscHMann. I will let Mr. Cawley answer that. 

Mr. Caw ey. I do not have my figures through February. I have 
them as of January 31. 

Mr. Cannon. How much had been obligated at that time? 

Mr. Cawtey. Of the total amount made available to NPA for that 
period, which was $5,323,000, approximately $2,556,000 was obligated 
on January 31. 

Mr. Cannon. Have obligations been proceeding at a particularly 
rapid rate? 

Mr. Cawtey. Yes; they have. They have been progressively 
increasing. 
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Mr. Cannon. This is March 8. Could not you in correcting your 
remarks, Mr. Fleischmann, supply the figures through February? 
Mr. FLEISCHMANN. Yes, sif; we will do that. 

(The matter referred to is as follows:) 


The cumulative obligations for NPA through February 28 were $3,220,452. 


Mr. Cannon. As a general estimate, what percentage would you 
say has been obligated up to the Ist of March? 

Mr. Caw ey. Of those funds made available directly to NPA, the 
$5.3 million, approximately 50 percent had been obligated as of 
January 31. Beyond that, we estimate it will take approximately 
$1.1 million in the month of February and $1.7 in the month of March. 

Mr. Cannon. How much does that leave you on hand? 

Mr. Caw tery. That will utilize the full amount made available to 
NPA as of March 31. 

Mr. Cannon. And the additional funds you are asking, if granted, 
will take care of you for how long? 

Mr. Caw try. Up to and including June 30. 

Mr. Cannon. They will complete the fiscal year? 

Mr. Caw ry. Yes, sir. 

Mr. Cannon. Do you think the amount you are asking today will 
be adequate? 

Mr. FLeiscHMaANN. I will say this: We have telescoped this whole 
operation into 9 months that they had about 2 years ago at the War 
Production Board. I say 9 months, including through June. That is 
a terrific schedule, and it is based upon our assumption of the urgency 
and that we need such a system of operation. It is the judgment of 
Mr. Wilson, Mr. Harrison, Secretary Sawyer, and myself that we 
ought to have it. We may fall behind a littlhe—I do not know—due 
to the factors I have mentioned, but we are working 12 hours a day 
to carry it out. 





LOANS 


Mr. Cannon. Do you participate in making loans? 

Mr. FLetscHMANN. Yes; in this manner: General Harrison has the 
over-all policy determination and final approval of the loans; we have 
the study and recommendation, based upon the broad industry 
division set-up, of loans. 

Mr. Cannon. What part, if any, will you play in administering the 
accelerated amortization provisions of the act? 

Mr. FietscuHMann. Exactly the same. In other words, all of the 
preliminary work and the basic recommendations are made by NPA; 
but, in order to have a uniform policy in Government departments, 
the final authority is in General Harrison’s office. 

Mr. Cannon. Then, by this time, you have practicaily agreed on 
the standards which are to be followed? 

Mr. Fuietscumann. I would say “Yes,” sir. Originally, as you 
know, that was in Mr. Symington’s office—the National Security Re- 
sources Board—and Mr. Symington put out regulations which did 
incorporate standards to be followed. Those standards have been 
under continuous review since then. 

Mr. Cannon. Have they been modified from time to time? 

Mr. FLe1iscuMann. They have been modified somewhat; yes, sir. 

Mr. Cannon. So that they are now adaptable? 
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Mr. FiuvissHMann. I think they are pretty well understood. You 
understand it is not an easy area to define; it is a very difficult area to 
define. But we are now stepping up tht processing of these applica- 
tions, and | think the backlog we have will be out of the way pretty 
soon. I think there will be a continuing demand for amortization 
service, but I think we will have our backlog cleaned up pretty soon. 

Mr. Cannon. You are moving along pretty well? 

Mr. FietscuMann. I do not want to exaggerate, but I think the 
major part of the backlog will be cleaned up in a month. 


FIELD PERSONNEL 


Mr. Cannon. As to the field service, you say when you reach your 
anticipated peak you will have about 2,000 in the field service? 

Mr. FLeiscHMAnN. | would think so. 

Mr. Cannon. What is the number of field offices budgeted for this 
fiscal year? 
Mr. FLeriscHMAnn. One hundred. 
Mr. Cannon. You say the military program is smaller this time than 
was when you were last associated with it. 
Mr. FLetscHMann. That is right. 
Mr. Cannon. Just why is it smaller and to what extent? 
Mr. FierscHMaANN. As to the extent, I would find that hard to 
generalize. As to what way, it is because we are not in a shooting war; 
therefore, the most of what we are making now is being put, so to 
speak, into a stockpile of finished items, and there is no depletion 
through being used up in a shooting war. Furthermore, the enormous 
demand you always have on the reserve supplies you have in a shooting 
war is not present. Furthermore, the standing Army, the Ground 
Forces, which is the bulk of any army, is going to be smaller. That 
is the basic reason—the Ground Forces are smaller; therefore, the 
equipment required is smaller. 

Mr. Cannon. In the event of an all-out conflict, would the program 
still be smaller? 

Mr. FLeIscHMANN. No, sir. 

Mr. Cannon. The fact that it is smaller at this time is merely due 
to the stage in which we are? 

Mr. FLemiscHMANN. Yes, sir. 

Mr. Cannon. Rather than the final objective we are driving at? 

Mr. FLeiscHMaANnn. That is correct, sir. Actually, it will be bigger, 
I think, if we get into a shooting war, because the technological im- 
provements in methods of destruction are such now that you have to 
have more and more of everything. That has been my observation. 

Mr. Cannon. But you think we still will be able to have both butter 
and guns? 

Mr. FLeIscHMANN. Not if there is a shooting war; only if we go 
along in this gray period. 


o 


i 


CONTROL MATERIALS PLAN 


Mr. Cannon. You mentioned a decrease in the control materials 
plan of about 25 percent. By decreasing our present tempo 25 percent 
and by increasing, I believe Mr. Wilson says, 50 percent outside of 
that, adding 50 percent, we could go ahead and continue domestic 
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production and domestic consumption at almost the same level as 
heretofore. 

Mr. FLeIscHMANN. Pretty nearly. Let me give an example which 
I think will make clear what the situation is. Take cobalt: at the 
present moment, you cannot make a loud-speaker, I am told, without 
cobalt. Only a pinch of cobalt is needed in a loud-speaker; yet the 
whole radio and television industry depends upon having that pinch 
of cobalt. Cobalt is so short it literally depends on our boat a month 
that we get from Africa. Yet the military demand for cobalt became 
so high in July that literally you will not be able to spare very much, 
if any, cobalt for all this vast industry of radio loud-speakers if we are 
going to meet the military program. 

Mr. Cannon. Will the lack of that single material curtail other 
materials which otherwise would go into the manufacture of loud- 
speakers? 

Mr. FieiscuMann. I think it is likely to. The radio industry is 
moving heaven and earth to effect measures which will enable them to 
substitute something else for cobalt and have already shown remark- 
able progress. Nevertheless, there is a lag. I predict and believe the 
production of radios will be very drastically affected by their inability 
to get cobalt. Cobalt is not something like aluminum; you cannot 
greatly increase cobalt production like you can aluminum production. 

Mr. Cannon. You mentioned spring as something in the nature of 
a deadline. Why was spring specifically selected in advance as a time 
toward which you are driving? 

Mr. FLEIscHMANN. That is more, I suppose, a personal view of mine. 
I just happen to think our time of greatest peril is right now, and I 
have such confidence in the American industrial machine that if we 
get over this immediate period, we are going to have such a stock of 
weapons and such a strong industrial machine that our danger is 
going to diminish. That is my own view. I think right now is the 
most serious time we have. 

Mr. Cannon. Nobody knows that better and appreciates that more 
keenly than the gentlemen in the Kremlin. 

Mr. FieiscHMAnN. I think that is right. 

Mr. Cannon. That being true and realizing that from now on time 
operates in our favor, you think it is possible that they may spring 
when the season opens up? 

Mr. FLetscHMANnN. That is why I am downhere. I mean I believe 
this is our time of greatest peril. 

Mr. Cannon. So, in the meantime, you are putting special em- 
phasis on and accelerating every possible activity to meet the situation 
if it does develop? 

Mr. FLeiscHMANN. Yes, sir. You have heard Mr. Wilson and Mr. 
Harrison. Our joint view is that after a reasonable period of time 
this military production can begin to level off and, of course, if we do 
not get into a shooting war, then, for the same reason civilian produc- 
tion will go up again. But we do have a period of scarcity in here 
when we are not going to have guns and butter this year and part of 
next. 

Mr. Cannon. If nothing develops in the spring, we can proceed 
from that time on at a little more leisurely pace? 
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Mr. FierscHMann. I say this year. If my estimate is right, this 
whole year is the year of particular truble, to my way of thinking. 
I am no prophet, but that is the way I feel about it. 

Mr. Cannon. If they give us a year, we can be ready? 

Mr. FieiscHMann. That is right. 

Mr. Cannon. And if they give us 2 years, they are through? 

Mr. FLEIscHMANN. That is right. I think we will have a wonderful 
machine going then. 
ORGANIZATION 


Mr. Tuomas. I would like to clear up just one point in the record. 
As the matter stands today, Mr. Fleischmann, you have 13 regional 
offices and 87 district offices? 

Mr. FLeIscHMANN. Yes, sir. 

Mr. Tuomas. You want to put into operation about July 1 the 
control materials plan? 

Mr. FLEeIscHMANN. Yes, sir. 

Mr. Tuomas. During World War II, I believe you stated, the War 
Production Board had about 22,000 doing that work. 

Mr. FiLerscHMann. Not solely control of materials. 

Mr. THomas. And you think you can cut that number by anywhere 
from 50 to 33% percent; correct? 

Mr. FLetscHMANN. Yes, sir. 

Mr. Tuomas. As of today, you have 1,600 employees? 

Mr. FietscHMann. Correct. 

Mr. THomas. How are they allocated between the District and the 
field? 

Mr. FLEeIscHMANN. Those employees are all here in the District. 

Mr. Tuomas. How many do you have in the field as of some recent 
date? I believe you gave that last night or night before last. How 
many do you have in the field in addition to the 1,600 you have here? 

Mr. Haywarp. As of today, 916. 

Mr. THomas. You have 916 now in the field in addition to the 1,600 
here in the District of Columbia? 

Mr. Haywarp. That is correct. 

Mr. TxHomas. If you put in your control materials plan as of July 
1, do you think you can get by with 5,000 to 7,000 employees for your 
control materials plan? 

Mr. FLe1iscHMANN. For the whole operation, in other words? 

Mr. Tuomas. Yes. 

Mr. FLeIscHMANN. Yes, sir; I think we can. 

Mr. Tuomas. That won’t be additional; your 1,600 plus the 900 
will be part of that tota! fiewre? 

Mr. FieiscuMann. My figure is—and I will have to admit it is 
an estimate; you will understand that—— 

Mr. THomas. We understand. We are just trying to get your 
broad, general ideas. We all realize you cannot any more pin point 
this than you can fly to the moon. 

Mr. FLeiscHMann. That is right. 


CONTROL MATERIALS PLAN 


Mr. Tuomas. The purpose of all these questions is simply to urge 
you to put in your control materials plan as quickly as you possibly 
can. 
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Mr. FLEISCHMANN. Yes, sir. 
Mr. Tuomas. Industry is now operating in a sort of a jungle fashion. 
Mr. FLerscHMANN. Correct. 

Mr. Tuomas. The little fellow is hurt; the middle-sized fellow is 
hurt; and a lot of the big ones are getting hurt. 

Mr. FLerscHMann. Correct. 

Mr. Tuomas. By virtue of the lack of these critical materials. 

Mr. FiLerscHMann. I think so. 

Mr. Tuomas. In terms of tonnage, what is your approximate short- 
age as of January or February 1, (1) of steel, (2) aluminum? 

Mr. FLeiscHMANN. Do you mean how much additional steel ought 
we to have? 

Mr. Tuomas. That is right. 

Mr. FLerscHMANN. As nearly as we can estimate, it is in the area, 
if you take the over-all steel requirements, of 15 million to 20 million. 

Mr. Tuomas. Tons? 

Mr. FLEISCHMANN. Yes. 

Mr. Tuomas. You have under construction, in the way of new plant, 
facilities that will bring into operation within the next 12 to 24 months 
how many additional tons of steel? 

Mr. FietscHMann. About 16 million so far. 

Mr. Tuomas. So that is the basis of your estimate that you made a 
while ago that within 12 to 15 months your headaches ought to be 
over? 

Mr. FieiscHMann. Things will get better. 

Mr. Tuomas. What about aluminum? 

Mr. FieiscHMann. I do not have the figures here on aluminum— 
this is not my responsibility; this is the Interior Department’s respon- 
sibility. 

PROBLEM OF SPACE 


Mr. Tuomas. Mr. Kirwan whispered in my ear a while ago a very 
sensible idea, in my opinion, about your space problem in the District 
of Columbia. This committee knows a little something about that. 
It has to wrestle with it every day. 

It looks to me like the sensible thing for you to do is to call in our 
distinguished friend Bert Reynolds and persuade Bert Reynolds to 
change his contracts with these construction companies and to put 
two shifts to operating on the General Accounting Office Building 
and the Courthouse Building, and I think you can get some space in 
those two. 

Mr. Kirwan. And the building on Fourteenth Street. 

Mr. Tuomas. They are brand new buildings, and he can step up 
construction on them. Suppose it does cost $500,000 or $750,000 
more. You can complete them, and you can get your space problem 
licked right there practically overnight. 

Mr. Kirwan. You can put signs up of space for rent in 6 months 
if you get the three buildings that are under construction. There is 
no need to build temporary buildings. There is no reason why you 
should not have space. Hecanchange the contracts. The contractors 
are willing to go in there and do it. 

Mr. Witpe. I am in almost daily consultation with Mr. Reynolds 
and the actual construction people on the job, and they are doing that. 
They can run two shifts with overtime, and it is being done. Some of 
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the bottlenecks in new buildings of that kind are escalators and eleva- 
tors. You cannot just put a lot of people on and get the buildings 
built, but wherever they can 

Mr. Tuomas. Those materials have been on order for 2 years, and 
the deliveries should be made. 

Mr. Witpe. There are no problems on materials at all. 

Mr. FLeiscHMANN. We would give them a priority if necessary. 

Mr. Kirwan. Now getting back to that matter of space, if what 
you say is true, we have not much of a chance of licking Korea. If 
we cannot make the contractor put 10 elevators in there in about 2 
weeks, we are not the great superior race that we are hollering about, 
and if we cannot take some contractor and say “‘Now, this thing has 
been under construction for 2 years, and now we are in a hot war and 
we want this thing finished in about 2 months.”’ What is there to 
stop it? If we are going to take care of the great outfit we are listening 
to now—and I say you are all right—we have to show a little action 
here in Washington, right in front of us, and not go out in the field 
where you can give a contractor a contract to build a garage, and he 
is going to get in there and finish it, get the machines and go to town. 
But they are not going to town on the three new buildings, because 
I walk down there of an evening—I walk down from the Army-Navy 
Club—and there are no lights anywhere to show they are doing any 
business. I have walked down there many times and thought ‘What 
is the matter that this building is not completed; what is the matter 
with the General Accounting Office building; what is the matter with 
the big building downtown?” If we do not set an example here in 
Washington, what can you expect them to do in the field? 

Now, what is the most critical of all materials? What would you 
list as the most critical of all materials? 

Mr. FLerscHMANN. There are specialties like Columbian steel—— 





STEEL 


Mr. Kirwan. I would say steel altogether, whether it is Columbian 
steel or any other steel. Steel is No. 1. 

Mr. FLetscHMANN. That is right. 

Mr. Kirwan. I want you to insert in the record—and this is not 
politics; I do not want anybody to think it is politics—I want you to 
insert in the record—and you can get it in the Library over here or 
in the library down in the Department of Commerce—what the 
President said on the expansion of steel production in 1949 in his 
address to the Congress on the state of the Union. And then, if you 
do not have it in your library, I want you to go over to the Congres- 
sional Library and get the New York Times. That will give you the 
information of what every steel company head in the country had to 
sav the day after his speech—‘‘No expansion is necessary.” 

And do not let anybody tell you you are going to have 15,000,000 
tons of steel in 1 year or 2 years—and you need it now. They 
could no more throw that steel plant up in the town of Morristown, 
N. J., in 12 months than you and I. It is just as easy to fly up to 
heaven as to think they can do that. If they cannot right here in 
front of you put three office buildings up where you are going to get 
office space, they cannot do what you are talking about—build a 
400-million dollar steel plant in Morristown, N. J. They will be 
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working on that for five additional years. And the same thing in 
Connecticut where there is a shortage of steel. 

(The following is an excerpt from the President’s state of the 
Union message. (Congressional Record, January 5, 1949) :) 


At the present time, our prosperity is threatened by inflationary pressures at a 
number of critical points in the economy. The Government must be in a position 
to take effective action at these danger spots. To that end, I recommend that 
the Congress enact legislation for the following purposes: ‘‘Eighth to authorize an 
immediate study of the adequacy of production facilities for materials in critically 
short supply, such as steel; and, if found necessary, to authorize Government loans 
for the expansion of production facilities to relieve such shortages, and further- 
more to authorize the construction of such facilities directly if action by private 
industry fails to meet our needs.” 

(The following is an excerpt from the New York Times of January 9, 
1949, sec. III, p. 1, column 8. Article by Thomas E. Mullaney:)j 

On the contrary, it is the unanimous opinion of top steel officials that the scar- 
city of steel in the United States is temporary and relative; that the industry has 
been expanding judiciously, and that it would be unnecessary and impractical to 
assign Federal funds to create new capacity. 

* * * * * * * 

Ernest T. Weir, chaigman of the National Steel Corp.: “It is obvious that 
the huge immediate need for steel is abnormal and temporary. It would 
be foolish and damaging to the United States to build permanent capacity in 
proportion to this passing situation.” 

“The principal answer of the steel industry to the President is this: The 
current steel shortage in the United States will probably be ended within 12 to 18 
months, thereby obviating the necessity for ad¢ ditional production facilities to 
the extent that Government officials desire. * 

“Tf these facilities were built, according to snaieas steel spokesman, it would 
require more than $3,000,000,000 to create them and would consume more than 
3,000,000 tons of finished steel products from the current short supply. He also 
pointed out that it would be at least 2, and possibly 3, years before such facil- 
ities could be activated, while the steel shortage exists now and surely will be 
ended before the Government plants could be completed. 

Mr. Wixpe. I am sure you understand we have nothing to do with 
the 

Mr. Kirwan. | understand that. But do not tell me here that 
you are going to get up to 15,000,000 tons of steel. I worked in a 
steel mill for about 20 vears, and I know how long it takes to build an 
open hearth furnace or a blast furnace and all of the complexities that 
go into it. You are not going to get a ton of steel in one or two years 
out of Morristown, N. J., let alone get 15,000,000 tons. 

I want to get in the record what President Truman said—not for 
politics; that has nothing to do with this. I want to get in the record 
that statement he made in 1949 about the necessity to increase the 
supply of steel, which you will get in the New York Times—I have 
it in my scrapbook—and what every one of the steel leaders said— 
that no expansion in steel is necessary. 





NUMBER OF EMPLOYEES 


Now, I see in this chart—I know this is not your department, but 
let us take the Department of Commerce. They jump from 1,321 
employees current to 7,000 along in July. We are going to employ 
millions and millions in this defense program. Do you think the 
6,000 you are jumping up in the Commerce Department will be 
enough employees? 
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Mr. FieiscHMann. That is the best estimate we can make. 

Mr. Krrwan. Neither you nor anybody else can guess this, but 1 
honestly think it is going to be nearer 10,000 employees if you are 
going to keep abreast. And how are you going to serve the millions 
and millions of people who are going in? Again I say it is just a 
guess. 

Mr. FiLerscHMaAnn. It is. I have to admit that. 

Mr. Kirwan. And I am giving you a lot of credit to make a guess. 

Mr. FLeiscHMANN. It is the best one we can make. 

Mr. Kirwan. I sincerely think—and so do you sincerely think— 
as time marches on you are going to have more employees, because 
this is twice as big as the Second World War that you are going into 
now. 

Mr. FLeiscHMann. It is a different situation. 

Mr. Krrwan. There are two things I am interested in. One is 
the completion of those three buildings that have been under con- 
struction for 2 or 3 years, right under our eyes. The other is insert- 
ing in the record at this point what President Truman said in his 
address to Congress on the State of the Union in 1949 about what we 
needed in steel, how critical it was, and then What the steel leaders 
said—*‘not necessary.’’ You will find their reply in the New York 
Times the day after President Truman’s address to Congress. 


STOCKPILING 


Mr. Wuirren. Getting down to the detailed operations of your 
organization, I listened with a great deal of interest to your explana- 
tion of it. 1 think you have done a good job of explaining it. But 
when we come to meeting this over -all need for strategic materials 
or critical materials, prior to the time you were called in we had 
largely failed in our acquisition of those things that come from foreign 
countries, and particularly we had failed at home in stockpiling. 

Mr. FLeiscHMANN. We certainly did not have the stockpile that 
we should have had. 

Mr. Wurrren. In connection with your efforts to remedy that 
situation, were you called on to determine why we were short? Can 
you give us any explanation for the shortages? 

Mr. FLerscHMANN. No. I have been exclusively concerned with 
taking the situation as we found it and trying to start from there. 
I do not know why it was not done, except what I have heard from 
congressional requests to justify it. 

Mr. Wuirtren. I have been disturbed all along about our failure 
to tie the economic recovery program in with the requirement in such 
program that would meet these things in the way of critical materials. 
Somebody said that is water over the mill. It may be, so far as the 
past is concerned; but I am asking if you have any connection, if you 
are on any board or there is any coordinated effort at the present time 
for the future to tie this in with ECA, to see that we get out of ECA 
those things we need, if we are going to contribute to those countries 
what they insist they need. 

Has there been any change or are you just off over here in a pocket 
trying to do your best to try to produce the things we need and there 
is no coordinated effort by ECA to purchase foreign materials and 
other things which also enter into this problem you have of trying to 
meet our essential requirements? 
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Mr. FietscoMann. You have put your finger on what is un- 
doubtedly the basic difficulty in the whole program, namely, that we 
try to get rubber and conduct negotiations that are limited to rubber, 
whereas we ought to be surveying all of the needs of this country in 
their relationship to what we are giving to the rest of the world. So it 
seems to me the first indispensable step toward that has been taken in 
stepping up the international machinery for allocation, if you want to 
call it that, where all of those problems can be considered over-all and 
by supplying the European demand for sulfur from us we can hope 
to get rubber, tin, and the rest of the things we need in greater volume 
and at fairer prices than we are getting them now. 

Mr. Wuirren. That is one of the things that disturbs me. We buy 
so many things piecemeal. In other words, they call you in there— 
and, frankly, I have been very pleased to find out your background 
shows you have had experience with what you are doing; but normally 
you call a man in here to get rubber, and he sets out to get rubber and 
that is all, and he has to call on the State Department and ECA and 
say “Cannot you keep the British from doubling the price we bave 
been paying?” That, to me, is one of the reasons why our program 
not only falls short of getting what we need, but it is the reason for 
the tremendous expense we have in connection with it. 

I would like to know, in our present defense effort, is there any 
counterpart where a common problem is integrated in regard to ECA 
in obtaining rubber and all of the other things we need? 

Mr. FLetscHMann. Yes, sir. There has been set up under Mr. 
Wilson’s leadership an international supply board, of which Mr. 
Foster is chairman, which, in effect, will try to make some progress 
in that area. The Lord knows we need it. I could not agree with 
you more than that. 

Mr. Wuirren. Of course, the thing about it is—you take cobalt 
or take these other critical materials. To say to you that you have 
to do something to increase those and not even tell you how much 
they are going to get through this ECA program, or how much they 
are going to insist on, strikes me as just unworkable—not that you 
cannot do some good, but they almost cut you down to 15 or 20 percent 
of the potential when they put you off in a particular phase and do 
not give you the opportunity to place this aid we are giving to other 
countries on some terms or other. 

Mr. FietscuMann. Rubber is the best example of that. <A lot of 
rubber is escaping, as you know—— 

Mr. Wuirren. I went into that question before another sub- 
committee. It developed that the price has gone up to the British 
on rubber to where, if we had not given them any ECA aid at all, 
they will get an equal amount in dollars from the increase in the price 
of rubber. And that is true of a lot of other things. I have always 
thought we should have handled the British loans through the Export- 

Import Bank where they would extend credit and control the use 
of the money and also the things we got. But that is also water over 
the mill. 
RECRUITMENT 


Getting down to the daily operation of your agency, where are you 
getting your employees? 

Mr. FLetscHMaAnn. I would say, probably more than other agencies, 
we are recruiting them from business, but we are also getting in the 
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file and finding where a great many people have retired and we are 
getting them out of retirement. Then, of course, we are getting 
people from nondefense agencies, too. We are not fighting with 
defense agencies at all. For example, we transferred a lot of these 
people from Commerce and got a lot of people in other ways. 

Mr. Wuirren. I was telling the Appropriations Committee last 
night that I pointed up the appropriate section in the deficiency 
appropriation bill last year which authorized defense agencies to call 
on other departments for personnel, and I hope you will use that to 
meet your essential needs. The Civil Service Commission has finally 
worked out and agreed to give rights of reemployment, which bogged 
down for some time the provision which you set out this morning, and 
I interrupted our chairman to ask about those steps. If defense is 
the first thing and we are going to put first things first, and if the 
defense organizations cannot get space to work, it strikes me the thing 
to do would be to curtail activities, including the use of office space, 
on the part of the regular agencies so as to get the essential things done. 


SPACE 


Is there any group in the Government that could do that, in the 
event they saw fit to do it? It is my understanding that there is 
authority in the General Services Administration to allocate space if 
the need is shown. 

Mr. FietscHMann. I do not know. That is why I said to the chair- 
man I] would make the mistake of commenting on a matter I was not 
expert about, because I feel so strongly it is not the economical way 
to operate. 

Mr. Tuomas. Mr. Whitten, let me interrupt to say the General 
Services Administration has no such authority. The nearest approach 
to a centralized agency of the Government which can control space 
and the allocation of space is the Bureau of the Budget, through the 
device of impounding funds. 

Mr. Wuirren. I think it has been covered rather well here that 
by the time you could build any temporary building the buildings 
you anticipate using would be completed; so I cannot see why there 
is any real need for that. 

But getting back to the other thing of meeting these essential needs 
of our people—— 

Mr. FLeiscHMANN. May I just comment on what you said? I 
do not agree with what you said—that there is no need for building 
temporary buildings. 

Mr. Wuirren. I mean for your particular agency. There may be 
otherwise. 

Mr. FLEIscHMANN. Even at the rate Mr. Wilde has indicated he 
hopes to get these buildings, it has still been my experience that the 
combined defense operation grows beyond the space that is available 
for it, and I think for the comparatively small cost of erecting a few 
temporary buildings, it would be a very wise investment for the 
Government to make and to start doing now. I just wanted to make 
clear to you that I do not agree with what you said. 

Mr. Wuirren. I have reference to housing your own agency. You 
say those buildings will be available by the Ist of July. What is 
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your estimate of the time it would take to build a temporary building? 
I was here during the last war, and I did not see many of them put 
up faster than that. 

Mr. Fieiscumann. I think that is right. But as far as our particu- 
lar program is concerned, [ urged it 10 months ago. 

Mr. Wuirren. You feel you should curtail domestic activities and, 
in doing so, you will save and make space available, but would you 
not say if you would make a substantial reduction in the agencies of 
old-line offices, then you would have extra space? 

Mr. FLetscuMann. Naturally we want wherever we can get it. 

Mr. Wuirrsn. But it has been your observation that in the Gov- 
ernment they do not reduce old agencies very much; is that it? 

Mr. FLetscHMann. I know that Commerce has reduced in the man- 
ner I have described. What they bave done over-all I do not know. 


WORKWEEK 


Mr. Wuirren. Do you have anything to do with the workweek 
and the hours they put in? You say this thing is critical. Are you 
given any right to recommend any change in national policy both 
with regard to the workweek of Federal employees as well as other 
changes being made in the length of time they put in in meeting this 
critical emergency? 

Mr. FireiscuMann. As far as the Government is concerned, while 
the setting of policy in the Department of Commerce is not my re- 
sponsibility, we work everybody in NPA practically around the clock, 
whether they like it or not. If you go down there at 7 o’clock in the 
evening, you will see half of the people still there, and every Saturday 
they are in there. 

Mr. Wuirren. You have just pointed out what I have reference 
to—and this is not striking at you, but you cannot cure the over-all 
problem by working a 26-hour day; neither can you cure the material 
shortage if you just have control of a mighty small item in it. I have 
reference to the ECA and the over-all policy making. That is, if all 
of the folks who are really out in the field here trying to do this job 
are going to be tied down to a 40-hour week and an 8-hour day, vou 
and your little group can work until you are blue in the face in trying 
to get one major part of that done and meet your part. I am not 
asking if you can change them, but I did ask if you had authority to 
recommend or to say anything in regard to it. 

Mr. FieiscuMann. Let me say I have not done it, and I do not 
really think that is within my jurisdiction. I think that is a matter for 
Mr. Harrison if he feels it should be done. He is the policy man so far 
as I am concerned. 

Mr. Wuirren. This is pointing up the difficulty and is no attack 
on you. 

Mr. FieiscHMann. I understand. I do not feel that is within my 
province. 

Mr. Warrren. In other words, you have to pick your tools, and 
they are provided by the Government, in order to operate to meet 
this essential need. 

Mr. FLeIscHMANN. Yes, sir. 


114 


ORGANIZATION OF NATIONAL PRODUCTION AUTHORITY 


Mr. WiacLteswortH. Mr. Fleischmann, the justification before us 
from the Department of Commerce includes seven items of which 
No. 1 is the National Production Authority and No. 2 is the Office of 
Field Services. 

Mr. FLeIscHMAnn. Yes, sir. 

Mr. WiaGLteswortH. You, of course, are completely responsible for 
the National Production Authority request. Also, I take it from 
what has been said, for the Office of Field Services request. 

Mr. FietscHMann. I would think the increase in the field services 
is almost 100 percent chargeable to our operations; yes, sir. 

Mr. WicGLeswortH. But you do not have responsibility, as I 
understand it, for the other items—that is, the Office of the Secretary, 
the Office of International Trade, the Office of Transportation, the 
Office of Technical Services, and the Industry Evaluation Board. 

Mr. FierscuMann. Not directly. They work with us on special 
problems, but they are not my responsibility. 

Mr. Wiae_eswortH. From the over-all chart furnished us, as I 
understand it, Mr. Wilson has a small force of around 50 or 60, and 
then Mr. Harrison, whom you say should be regarded as his production 
deputy, has another 400 or 500 people. 

Mr. FLetscHMANN. Yes. 

Mr. WiccLtesworrn. And under him there are some six depart- 
ments, of which the Department of Commerce is one, and certain 
financial agents and certain credit controls. 

Mr. FLEISCHMANN. Yes, sir. 

Mr. Wiaeieswortu. Is it fair to say the National Production 
Authority is the claimant agency in respect to allocations which are 
considered by the Defense Production Administration? 

Mr. FLerscHMANN. Yes, sir. 

Mr. WicGLeswortn. So that if the Department of the Interior 
and the Department of Defense and the Defense Transportation 
Administration and the Department of Commerce all make claim for 
a certain commodity, the broad allocation is made by Mr. Harrison’s 
outfit? 

Mr. FietscHMann. That is true particularly of steel, copper, and 
aluminum; yes, sir. 

Mr. WiccLteswortu. And that allocation having been made, your 
functions are the distribution of the allocation as between claimants 
which the Department of Commerce represents? 

Mr. FLietrscumMann. No. We go further than that. We control the 
distribution of iron, steel, copper, and aluminum. So, Mr. Harrison 
having made the broad allocation as among the claimant agencies, it 
is our responsibility to give the orders to the steel, copper, and alumi- 
num producers which will see to it that the program is carried out and 
the proper distribution made throughout industry to accomplish that. 

Now, we use some of those claimant agencies in carrying out that 
function. I have described the way in which we do that, for example, 
in the petroleum field. 

Mr. Wiaa.tesworru. Or it might be Defense Transportation? 

Mr. FLetscHMaANnnN. I was just going to say that there it is not quite 
the same. It depends somewhat on the arrangements we work out as 
to who does what. Let me give you an example from the Defense 
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Transportation set-up. They recommended to us last fall that a 
certain additional number of freight cars ought to be built. We did 
not have the same elaborate machinery we have now for resolving that. 
In any event, the determination was made that we authorize sufficient 
steel for 10,000 freight cars. Now, if we had had a system like pe- 
troleum, we might just have handed our tickets to the Defense Trans- 
portation people and said in effect “ You pass that out among the manu- 
facturers of freight cars.”” However, they were not set up to take on 
that responsibility. Therefore, the distribution of steel within the 
freight-car industry will have to be made by us. 

It is really only in two areas that we have the claimant agencies 
operate themselves, the first one being petroleum and the second one 
being the electric utility industry, where it is done by the Defense 
Electric Power Administration in Interior. 

Mr. WieGLesworts. Otherwise, everything is done from NPA? 

Mr. FLeiscuMann. Yes, sir; that is generally true. In other words, 
the other claimant agencies will represent the interest that has to be 
protected, but the actual distribution would have to be done by us. 

Mr. WieG_eswortu. From the administrative standpoint, what is 
the advantage in having the allocation made in two steps, so to speak, 
rather than one? 

Mr. FLeiscHMANN. You mean what are the advantages as compared 
with what we do in the petroleum field as distinguished from the more 
general field? 

Mr. WieGLeswortH. No. I mean it is proposed to carry a person- 
nel of 450 in Mr. Harrison’s office and you contemplate another 6,000 
in your own office. In this particular function, it is proposed to do 
something in two steps which it would seem might just as readily be 
done in one, without the two set-ups. 

Mr. FLEeIscHMANN. Historically, it was all done in one place at the 
War Production Board. But even in the War Production Board, they 
had this kind of a separation. There was a program bureau which 
was the equivalent of Mr. Harrison’s present set-up, which had as its 
principal function the over-all weighing of those demands and the 
over-all availability of supply, and they performed there the precise 
functions which Mr. Harrison’s office now performs. And it was 
simply found—and I think it was sound, although you could argue 
either way—that that kind of over-all evaluation was necessary. 
Organizationally, it could be done either way. 

Mr. WieeLteswortn. I am just wondering if there is not some lost 
motion and unnecessary personnel in having the two set-ups function- 
ing in this same field. 

Mr. FiLetscHMann. | think there is that possibility, but I do believe 
we have done a reasonably good job in eliminating that. I will tell 
you how. I have worked with General Harrison ever since I came 
down here, and I decided right from the start we were not going to worry 
about it—about what the agencies were called—we were going to 
operate as interchangeably as we could with personnel and everything 
else. We have done that, and we are going to continue to do it, and 
I do not know of any great instances of duplication, although I would 
have to agree with you that there is that possibility. But we are doing 
everything we can to minimize it. I think we have succeeded pretty 
well up to date. I think, generally speaking, this is the kind of admin- 
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istrative set-up currently for the two agencies in order to minimize 
that possibility. 

Mr. WiaeLeswortu. How do your field offices fit into this par- 
ticular picture? 

Mr. FLetscHMann. In two ways—I would say three ways. The 
first thiny that has been important from the start is the information 
function which they perform. Here is a vast new regulatory system 
that is nebulous, including those of us who have to administer it, 
suddenly and in 6 months put it into operation. Of course, the job 
of telling American industry why it is being done and what is being 
done is a staggering one, and it certainly cannot be done from Wash- 
ington. We have been criticized by other committees that we do 
not have an adequate information service. I know we do not. It 
is my view it has to be done largely in the field, and the job of getting 
capable people is the answer, because the volume of inquiries coming 
in is staggering. That is the first thing. 

Secondly, it was my experience during the last war that you could 
transfer a lot of actual operations to the field. Let me give you an 
example. Some time ago we put out a regulation prohibiting the 
erection of bowling alleys, amusement centers of all kinds, because 
the shortage of structural steel had gotten very acute. We have 
recently amended that to the next step: that a commercial building 
has to be authorized. We have given the administration of that pro- 
gressively to the field, and they will eventually handle the whole job. 
We also hope to give the field the right to use what we call spot 
assistance; that is, to issue priority directives wherever practicable 
right in the field, without making the man take a train to Washington, 
which does not seem to make any sense to us down here. 

Third, the field is concentrating on problems of small business. 
They will have complete indexes of all defense contracts and sub- 
contracts in the area, and they will try to bring together contractors 
and subcontractors and try to establish a focal point where the little 
concern that gets lost in Washington, in the Pentagon, and even in the 
Department of Commerce, can get more personalized help. That, to 
my way of thinking, is indispensable to their continuation and par- 
ticipation in this operation. 

Those are the three things I anticipate they will be doing. 

Mr. WiGcGLeswortnu. In your opinion, are we making the maxi- 
mum speed in respect to our rearmament program consistent with 
avoiding substantial injury to the economy as a whole? 

Mr. FLesicHMANN. I think my general answer to you is this: I 
have periods of depression about what I am doing, about what every- 
body else is doing, but we had a meeting just the other day of the top 
military procurement officials. As I said before, every major military 
program is about on schedule. Those are the encouraging things that 
happen; and over-all, yes, I think everything within reason is being 
done. 

Mr. Wiccieswortnu. I realize you testified that they are on 
schedule, but I am interested in knowing whether, in your opinion, 
that schedule—— 

Mr. FLeiscuMaNnn. Is big enough and fast enough? 

Mr. Wiae.eswortnh. Is the maximum possible without substan- 
tially impairing the economy as a whole? 
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Mr. Fieiscumann. I honestly think so, for this reason: The job 
of organizing a procurement program like that, of organizing the part 
of the production program I have, is a staggering one, and when you 
try to go too fast, I think you lose many things you might otherwise 
retain. If you just place, for example, a dollar goal before the pro- 
curement officers, who, after all, are not major generals and know 
the over-all picture; they are captains and lieutenants down the line— 
if you just say, ‘““You must get so much procurement out,” you will 
have one fellow buying a 3-year supply in 6 months. But you have 
to have a decent caution in regard to the need for public funds and 
that the all-out urgency is the key to the problem. I think on the 
whole we are going fast enough. I am an all-out man. When I 
say that, I say it with some reluctance, but I think we are going fast 
enough. 

Mr. WiceLeswortu. Going fast enough or as fast as we can? 

Mr. FietscuMann. As fast as we can is a better way to put it. 

Mr. Wiae.Leswortn. I understand you expect to have your par- 
ticular agency built up to 6,000 before the end of this fiscal vear. 

Mr. FLerscHMANN. My estimate is that, if I can get about that 
number at all, | should try to hold about that. I think that is the 
number I need to do the most of this job. I won’t guarantee I won’t 
come back here, if I am still here in the fall, and increase the estimate. 

Mr. WicG.ieswortn. This figure which you have given us today is 
your estimate of the need in the long run? 

Mr. FLeIscHMANN. That is about what we think. 

Mr. WiceLeswortu. In fact, it might be possible to reduce that 
subsequently if the military program can be slacked off? 

Mr. FLeiscumann. I believe it will be; yes. 

Mr. WiaGiesworrtu. Is that personnel subject to civil-service re- 
quirements or not? 

Mr. FietscuMann. I believe not. 

Mr. Cawtey. As I understand the rule to date for the average em- 
ployee, particularly in NPA, he must either have civil service or he 
must have had prior experience in one of the war agencies. Over and 
above that, your top industrial experts are permitted to be brought 
in without reference to civil service, chiefly because civil service cannot 
supply the staff. 

Mr. WieGLteswortu. Is the personnel subject to the Classification 
Act as to salaries? 

Mr. Caw ey. Yes, sir; with the exception of the super grades which 
have been allowed in the Defense Act. 

Mr. WicGLeswortu. You say, I believe, Mr. Cawley, that about 
300 people have been taken over from the Department of Commerce. 

Mr. Cawtey. That is correct. We transferred the entire Com- 
modity staff to NPA. 

Mr. WieeLesworrn. Is it in contemplation that any further 
transfers will be made? 

Mr. FLetscHMANN. I| think not, sir. 

Mr. Wiacieswortu. Because of lack of competency or because 
of the general viewpoint that the continuance of peacetime functions 
in full would be impossible if further transfers were made? 

Mr. FLetscHMANN. I have not had anything to do with any later 
consideration. What the Secretary may feel in that I do not know. 
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But, generally speaking, we took, with the Secretary’s consent, from 
the Commerce Department that group of people whose training and 
ability made them most appropriate for our use—namely, the industry 
people. That is basically the principal group of people in Commerce 
we would be interested in. 

You understand we have taken individuals now and then since 
that time from the Commerce Department, but, generally speaking, 
obviously we are not interested in people in other bureaus—in the 
Bureau of the Census, for instance. They are not the kind of people 
we need. We need business and industrial people. 

Mr. Wiaeieswortn. Is such a thing available as an administrative 
breakdown of what you contemplate as of July 1 in respect to the 
six-thousand-odd people you are contemplating using in your agency? 

Mr. Cawxry. We have the green sheets at the conclusion of this 
justification, which give the detail of the personnel to be employed 
as of June 30. 

Mr. Wieeiteswortu. Have you anything in the nature of the 
administrative set-up showing by office or by subdivision those 
assigned or planned to be assigned, by position and salary? 

Mr. Cawxtry. We have an exhibit by organization and office 
which shows the number of people expected to be employed on each 
of several dates, starting with December 31, 1950, and ending with 
June 30, 1951. That is highly tentative, of course. 

Mr. WiaG.ieswortnH. This is the work sheet by which you arrived 
at the 5,850, I take it? 

Mr. Cawtey. That is correct; yes, sir. 


ACTUAL AND ESTIMATED EMPLOYMENT, 1951 


Mr. WicGLeswortH. Mr. Chairman, would there be any objection 
to inserting this exhibit in the record at this point? 

Mr. Cannon. Without objection, we will include that in the record. 

(The matter above referred to is as follows:) 
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Mr. Davis. Does that show the classifications within the offices as 
well? 

Mr. FLeiscHMaANN. No. 

Mr. Davis. I want to get back very briefly with Mr. Fleischmann or 
Mr. Wilde, who might be in a position to speak from his experience on 
the War Production Board. 

You spoke of having 23,000 people, I believe, in that agency during 
World War II. 

Mr. FLerscHMANN. Yes. 

Mr. Davis. You had the same problems there as to what you call 
housing. In other words, part of them were in office space in existing 
agencies and part in temporary buildings that were built here in Wash- 
ington. 

Mr. FLetscHMANN. You remember what the major solution of the 
problem there was: After going through the early troubles such as we 
have, they finally gave them the Social Security Building, or the most 
of it. 

Mr. Cawtey. They gave them the whole thing. 

Mr. FLeriscHMANN. Plus the Railroad Retirement Building. That, 
of course, made an ideal set-up. And they had parts of 17 other build- 
ings eventually. But you could have your executive staff then in one 
central spot, and it was very good. 

Mr. Davis. The reason I brought that out was in view of your 
suggestion that we have temporary buildings built, which, according 
to what I understand now, may be necessary. I wondered what your 
experience was with the space you did have for the WPB. Have 
what we refer to as the normal agencies of the Government just 
expanded into those temporary buildings now and filled them up? 
They are still there, but now they are not available? Is that what 
happened? 

Mr. FLeiscHMann. I really do not know. All I know is that there 
is no space available. 

Mr. Caw ey. For example, the Railroad Retirement Board during 
the last war was in Chicago, and the war agencies occupied that 
building. I think it is Public Health that has moved into that build- 
ing. Then the Federal Security Building, which was occupied by 
WPB, is now occupied by that particular agency. I think part of 
that was in Baltimore in the last war. The most of it, I believe, was 
over in Baltimore. 

Mr. Davis. But your practical experience has been that there has 
been a great deal of resistance from among the regular agencies, we 
will say, to giving space back again to the wartime agencies that did 
occupy many of them in World War II? 

Mr. Cawtry. Here is another example. Export Control was 
reduced following the last war, but in the last year or so it has ex- 
panded, and Export Control is utilizing some of the temporary space 
down at the corner of Fourteenth and Constitution Avenue which 
was utilized in the last war by one of the war agencies. Admitting 
there has to be a certain expansion of that type, that has takep up 
some of this emergency space. 

I would like to say the Department of Commerce has made 70,000 
square feet available to NPA from its own space, and that has been 
done through consolidations and in addition we may move one of 
our divisions out of the city to make more space available. 
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Mr. Davis. When I first came here in 1947, there was quite a bit 
of talk around that these temporary buildings, and so forth, were 
going to be torn down. So far as you know, have any of them been 
torn down, or are they still all in use by Governmert agencies here? 

Mr. Cawtey. I believe some were torn down near the Tidal Basin. 

Mr. FLeiscHMann. But they still have one from World War Il— 
at least one temporary building—that is still up as a temporary 
building. 

Mr. Davis. There is one small point I wanted to clear up, Mr. 
Fleischmann. Earlier, I believe you said as to personnel that you 
would try to hold it down to one-third of the War Production Board 
personnel, that is your office, and then a few minutes ago you I believe 
stated that you thought that perhaps as to this 6,000 or so that you 
anticipated at the end of this fiscal year that you were going to hold 
the number there. 

Mr. FLeiscHMann. These are generalizations. What I was thinking 
of was along these lines: By the middle of this year in the field and in 
Washington we would have something like 8,000 as compared with 
23,000 or 24,000 in the field and in Washington under WPB. It is a 
rough estimate. 

Mr. Davis. This 8,000 was 6,000 that you show here, plus approx- 
imately 2,000 you are showing in the field service? 

Mr. FLeiscHMANN. That is correct. 

Mr. Davis. In the field service offices how much control are you 
going to have, for instance, over so-called normal activities of the 
Department of Commerce field offices? 

Mr. FLerscHMAnn. None at all. 

Mr. Cannon. We will take up the field service this afternoon, 
Mr. Davis 

Mr. Davis. I thought Mr. Fleischmann here was dealing with the 
Department of Commerce field offices which have been pretty well 
turned over to NPA. 

Mr. FierscHMANN. I would say we have devoted those very largely 
to our tasks; yes, sir. 

Mr. Davis. Then, that is within the items we have been discussing. 

Mr. Cannon. Yes. 

Mr. Davis. So that even though you have these extra people 
that are going to be put into these offices you have no way of assuring 
us, or the people generally, that the normal activities in those offices 
are going to be curtailed in any way in order to assist and coordinate 
with those of the NPA area that you are going to be largely responsible 
for? 

Mr. FLetscHMANN. That is theoretical, but practically I have the 
best answer. I was delighted to find when I got back to the Govern- 
ment that Mr. Carlton Hayward, an old friend of mine, who sits on 
my left here was head of the field offices. He was Chief of the Person- 
nel Office in the War Production Board, and I was associated with 
him for many years, and if I may say so there could not be found a 
man who knows more about this problem than Mr. Hayward, and I 
have every reason to believe that the field offices conduct 98 percent 
of our work first. From my personal relationship, I am satisfied 
that is the case, but I do not have any control over the other work of 
the field offices, that is correct. 
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Mr. Davis. Due to that personal relationship you are satisfied 
those normal activities are going to be reasonably curtailed in order 
to expedite your activities? 

Mr. FLEIscHMANN. It so happens that many of the Commerce field 
directors are former WPB field directors whom I also know, and I 
know all of the employees in the field at the present time. 

Mr. Davis. It is reassuring to hear someone like you talk to the 
committee, someone who seems to know where he is going, because 
many times when we tried to get information we have not been able 
to get it. 

Mr. FLeiscHMann. I am very glad to hear you way that. I wish 
I had that confidence. 

_Mr. Cannon. The committee will recess until 1:30. 


Tuurspay, Marcu 8, 1951. 
DEPARTMENT OF COMMERCE 


WITNESSES 


CARLTON HAYWARD, DIRECTOR, OFFICE OF FIELD SERVICE 

JAMES C. FOSTER, ASSISTANT DIRECTOR FOR FOREIGN REQUIRE- 
MENTS AND CLAIMANCY 

KURT E. ROSINGER, CHAIRMAN, INDUSTRY EVALUATION BOARD 

JOHN C. GREEN, DIRECTOR, OFFICE OF TECHNICAL SERVICES 

PHILIP G. ASHER, DIRECTOR, BUDGET AND MANAGEMENT DIVI- 
SION, NPA 

PAUL M. ZEIS, CHIEF, TRANSPORTATION AND COMMUNICATIONS 
DIVISION, OFFICE OF TRANSPORTATION 


FRANCIS R. CAWLEY, DIRECTOR, OFFICE OF BUDGET AND MAN- 
AGEMENT 


OSCAR H. NIELSON, BUDGET EXAMINER 
MATTHEW HALE, ACTING SOLICITOR 


ExpENsES OF Derense Propuction, 1951 
Mr. Cannon. We will take up these next items in a group. 
Orrice oF Fre.tp SERVICE 


Mr. Hayward, will you tell us what the number of field offices is 
that you have budgeted for the current fiscal year? 

Mr. Haywarp. One hundred. - 

Mr. Cannon. One hundred? 

Mr. Haywarp. Yes, sir; we have 92 in operation at the moment, 
and eight will be activated in the next 10 days. 

Mr. Cannon. For how many are you asking in the 1952 budget? 

Mr. Haywarp. I think we can get along with the same number we 
have here, 100, or possibly one or two more. 

Mr. Cannon. If there is any change, of course, we would appreciate 
it if it were lower instead of higher. 

Mr. Haywarp. We are trying to get along with 100 offices in con- 
trast to 138 in the War Production Board. 


Mr. Cannon. What is the entire number of personnel provided for 
the current year? 
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Mr. Haywarp. At the end of June it will be 1,840. 

Mr. Cannon. And what is your total appropriation for the year? 

Mr. Haywarp. We are asking here, I believe, for $2,400,000. 

Mr. Cannon. In your regular budget? 

Mr. Haywarp. The regular budget for the Commerce field service 
was $2,155,000, I believe. 


ADDITIONAL RESPONSIBILITIES UNDER WAR PRODUCTION ACT 


Mr. Cannon. Now, what additional duties and responsibilities, 
Mr. Hayward, do you have under the War Production Act? 

Mr. Haywarp. Well, I think the main additional workload that 
confronts us has been in connection with the orders and regulations 
NPA has issued so far, mainly Construction Order 4—-M, where they 
have delegated to the field the authority to receive applications on 
commercial construction and to make decisions as to whether con- 
struction should be allowed to proceed, and also compliance matters 
in connection with all of the regulations which have been issued more 
or less in the enforcement program; also, the expediting of material 
for such things as Wherry housing projects, the $100,000,000 school- 
construction program in which the Federal Government is partici- 
pating, and expediting materials in connection with those projects. 
That is necessary because of the fact that they have not been given 
rated orders, and we endeavor to follow through on the bottleneck 
items which may be holding up the construction of those particular 
housing projects. 

Mr. Cannon. There has been a decline—has there not—in your 
regular work? 

Mr. Haywarp. Yes; there has been some decline. 

Mr. Cannon. To what extent has your regular work declined? 

Mr. Haywarp. I would say not more than 12% to 15 percent, Mr. 
Chairman. 

Mr. Cannon. Is that general, or is that in spots? 

Mr. Haywarp. That is pretty general. 

I would like to point this out, however: that a good deal of the work 
we were doing under our regular program is still being carried on, but 
the emphasis is now more on the military side, where before it was on 
the civilian side. We are now negotiating with small-business concerns 
on contracting and subcontracting for the military, whereas before 
we were trying to find work for small concerns with the civilian 
economy in mind. 

Mr. Cannon. But, on the whole, there has been a decline? 

Mr. Haywarp. Yes. 

Mr. Cannon. You say a decline of 12% percent? 

Mr. Haywarp. That is correct; yes, sir. 


CURRENT EMPLOYMENT 
Mr. Cannon. What is your current employment as of March 8? 


Mr. Haywarp. 916 in NPA, and 347 on the regular Commerce 
appropriation. 
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AID TO DEFENSE EFFORT THROUGH REGIONAL OFFICES 


Mr. Cannon. Mr. Hayward, how can you aid the defense effort 
through your offices, say, at El Paso, Butte, Cheyenne, Honolulu, 
Phoenix, Portland, Maine, and Sioux Falls, S. Dak.? 

Mr. Haywarp. They look pretty small, but at the same time they 
have the same problems that they have in the larger cities. There 
is the question of whether you should put in field facilities or whether 
you should have some personnel going to those cities from some other 
location periodically. We have come to the conclusion that it would 
be more economical to have offices in the cities mentioned. They are 
small offices in these cities and they must be serviced. 

Mr. Cannon. What is the main industry, for example, in Reno, 
Nev.? 

Mr. Haywarp. The main thing at present in that area is con- 
struction. 

Mr. Cannon. You do have considerable construction there? 

Mr. Haywarp. Oh, ves; there has been quite a lot. In fact, I 
have been somewhat amazed at the amount of construction going on 
there. In Phoenix, another small office, we have quite a traffic in 
foreign trade down through Mexico, and here again it is amazing the 
amount of business that is done. 

Mr. Cannon. And at Butte, Mont.? 

Mr. Haywarp. At Butte it is mainly mining, confined to one or 
two large companies. New construction, however, comes in at pres- 
ent to a large extent, under NPA orders. 

Mr. Cannon. Specifically, what functions impose the heaviest bur- 
den on you in these offices? 

Mr. Haywarp. | think probably one of the heaviest outside of this 
construction order is the endeavor to aid the military in getting 
information to them as to where they might place certain negotiated 
contracts—that is, indicating to them where there is available indus- 
trial capacity—and, on the other hand, assisting small industrial 
concerns to get contracts and subcontracts. 

Mr. Cannon. Do you handle work of that sort regularly or 
sporadically? That is, do you have a routine through which you go 
every week in that respect, or is it on call? 

Mr. Haywarp. It is on call, so far as industry is concerned. As 
far as the military is concerned, we are dealing with them from day to 
day. 

Mr. Cannon. You know, when you look at the statisties of your 
field offices there and the number of inquiries received, it is not very 
impressive. As a matter of fact, there seem to be periods when there 
is very little work at all of that character; is that correct? 

Mr. Haywarp. No; I do not think so. Our inquiries are pretty 
well up now, I would say, over 300,000 a month. You cannot very 
well judge load by the number of inquiries because some of these 
questions we are faced with require quite a bit of research, while 
others may be taken care of very quickly. 

At the present time, in connection with work with NPA, many of 
the problems that come to us in connection with orders and regulations 
require hours of time, particularly in construction and in the com- 
pliance field. We have to make in many instances, inspections right on 
the ground, and it requires a good many man-hours. So, it is pretty 
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hard to judge, based on the number of inquiries, exactly what the 
workload is. It is not too good a measuring stick but I do not know 
of a better one. 

Mr. Cannon. For example, if you handle twice as many through 
the year 1951 as you handled through 1950 with the same personnel, 
then, certainly, your appropriations for 1952 would be rather excessive. 

Mr. Haywarp. I would say that was true if the nature of the inqui- 
ries was the same, but they are not. 


OFFICE OF THE SECRETARY 


Mr. Cannon. We will pass on to the Office of the Secretary. 

Your regular 1951 budget for the Office of the Secretary is how much? 

Mr. Caw.ey. Our current available budget is $1,595,000. 

Mr. Cannon. And your personnel? 

Mr. Cawtey. The personnel employed at the present time is 261. 

Mr. Cannon. What additional duties are imposed on the Office of 
the Secretary as the result of these new defense activities? 

Mr. Cawrey. Mr. Chairman, as the NPA got underway, the 
administrative functions in the Office of the Secretary took it upon 
themselves to provide space, accounting personnel, mail and messenger 
service. As the organization grew, the workload increased very heavily 
and we have had to add additional people to cope with that workload. 

Now, it is our plan that as NPA gets on its feet these administrative 
units which we have developed in the Office of the Secretary will be 
transferred to NPA. 

For example, we started off with the personnel-service functions 
in the Office of the Secretary. With the thousands and thousands of 
applications for jobs, interviews, civil-service processing and loyalty 
clearances, which are required, our existing staff was not able to cope 
with that load. We added to that staff and built up a unit that could 
be identified with NPA, and which, for the most part, has been trans- 
ferred to the NPA. We still maintain accounting service for NPA. 
We have had to develop an accounting system and staff that unit, and 
we are in the process now of transferring that over to NPA. 

Mr. Cannon. You are asking for 100 additional employees to handle 
1,200 additional in the office, and 500 additional in the field. What 
will those 100 people do? 

Mr. Cawtey. Mr. Chairman, I wonder if I can give you a break- 
down of this. 

Mr. Cannon. Yes. You see, there is a total of 1,700 that you are 
adding in your office 100 people, which seems to be a disproportionate 
number. 

Mr. Caw ey. The total as of June 30th will be 142 in accordance 
with these estimates for the Office of the Secretary. 

Mr. Cannon. You mean 142 additional? 

Mr. Caw.ey. We have 101 on now, and we want to add 41, making 
a total of 142 by June 30th. 

Mr. Cannon. It is hard to imagine, Mr. Cawley, that with practi- 
cally 1,200 additional in the office, and 500 additional in the field, 
you would require an additional 100 people in the Office of the 
Secretary. 

Mr. Cawtry. May I take that up in some order here? 

Mr. Cannon. Yes. 
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Mr. Cawtry. In the first place, we provide a total on June 30th of 
three people in the Office of the Secretary to process security clearance 
as required by law. That is a normal personnel function, and that 
particular aspect of it is placed under the security officer of the De- 
partment. We have approximately 87 people in the administrative 
services set-up. That has to do with the mail and messenger service. 
I would like to explain, in that connection, Mr. Chairman, that the 
mail has risen from approximately 162,000 pieces a week in September 
to something like 556,000 of mail handled per week right at the present 
time. 

Mr. Cannon. What is the occasion for that increase, and is it a 
permanent increase? 

Mr. Cawtey. It will get heavier than that, sir, as NPA gets on 
its feet, and eventually we will transfer a great deal of this operation 
into NPA, but I am satisfied that the emergency has given rise to 
this tremendous increase in the mail volume. 

Mr. Cannon. You mentioned just now your budget providing for 
142. That is, for June 30, your budget of 142 for the Office of the 
Secretary to serve an additional 7,900 employees? 

Mr. Cawtry. Yes, sir. 

Mr. Cannon. How do you harmonize that? 

Mr. Cawiry. We have asked for 41 to take care of the additional 
workload. We have 101 on now, Mr. Chairman. Let me go on, if 
I may. 

Mr. Cannon. Yes, sir. 

Mr. Cawxey. We have centralized duplicating service in the 
Department of Commerce. That comes under the Administrative 
Services Division. In the distribution room alone the volume has 
jumped from approximately 1,000,000 to 5,000,000 pages a week, 
representing material being processed for use in the NPA operations 
and in their relations with the public. 

Mr. Cannon. Now, what brings about that additional increase? 

Mr. Cawtey. The issuance of orders, controls, regulations, and 
explanations. 

Mr. Cannon. How long do you expect that to continue? 

Mr. Caw ry. I think that will increase, Mr. Chairman, as NPA 
has to issue additional controls and regulations and has to give the 
public full explanations of them. I am certain that will increase. 


OrrFIcE OF INTERNATIONAL TRADE 


Mr. Cannon. Next is the Office of International Trade. Who will 
speak for that? 

Mr. Caw ey. Mr. Foster, Mr. Chairman. 

Mr. Cannon. Mr. Foster, you are Assistant Director of Foreign 
Requirements and Claimancy? 

Mr. Foster. Yes, sir. 

Mr. Cannon. What is your budget for 1951 in both funds and 
personnel? 

Mr. Foster. The regular funds are $1,702,000. 

Mr. Cannon. And the personnel? 

Mr. Fostrr. The personnel is 285. 

Mr. Cannon. Now, will you just in a word say what are your 
added functions under the Defense Production Act which require 
this additional force and expenditure? 
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Mr. Foster. First I should like to say that these people that we 
are asking for, and the additional money, $80,000, are already on 
board, we have them employed, and we have had approval for employ- 
ing these people since some time in October for this requirements 
work. We have 48 people employed. We have a total of 63 included 
in the budget. What we are asking for in the additional $80,000 is 
to carry us through the next quarter for the people who are already 
employed or in process of being employed. 

Mr. Cannon. What additional work is thrown on your office as a 
result of the Defense Production Act? 

Mr. Foster. The requirements and claimancy work is simply this: 
we are responsible for determining the requirements of foreign 
countries which normally have secured supplies from the United 
States, for raw materials, say, copper, aluminum, steel, and that sort 
of commodities. As they come to us and ask for an allocation to 
export these, our job is to determine whether those requirements are 
justified in terms of essential end uses as measured by the orders and 
for the end uses that are permitted in the United States. For nearly 
every action taken by NPA there needs to be a corresponding action 
in terms of what are the foreign requirements that must be met out 
of United States supplies. In other words, as NPA has been in the 
process of issuing conservation orders concerning nonferrous metals 
there has been a normal trade in nonferrous metals, and the normally 
justified demand against United States supplies of those metals in a 
restricted supply situation, we cannot meet what is generally normal, 
but there is a disposition to want to meet what is essential. 

Mr. Cannon. We have had testimony here throughout the hearing 
stating that it is possible to curtail or minimize, and in some cases 
completely dispense with functions which have been exercised hereto- 
fore, and, of course, that is highly desirable in this emergency. In 
your work what have you been able to drop, and what activities have 
you been able to curtail? 

Mr. Foster. We have this to do. First, there is basic information 
which the Office of International Trade has always been responsible 
for maintaining, and which becomes increasingly important as we go 
into a situation such as we are in. That is trade information that is 
basic to the operation of not only our own program in the Department 
of Commerce, but that of NPA and other agencies of Government. 

That has been continued because that is basic, and there is not any 
way to eliminate it, but as we have gone into the control program 
both here in this country, and as foreign governments have gone into 
control because the supply situation is equally tight in foreign areas 
compared to this country, the problems of businessmen trying to 
carry on business have taken on the implications of business in an 
emergency, and our work now is shifting over from that normal, 
routine type of service to businessmen, to service to businessmen who 
are trying to do business under very tight and restricted conditions. 

So, what we have done, insofar as it is possible to do so, and it 
has been rather complete, is that we have shifted emphasis from our 
regular activities over to those of aiding business in an emergency 
situation, which becomes something quite different from the normal 
flow of business. 

Mr. Cannon. And that has relieved the pressure on your employees 
appreciably? 
80820—51—pt. 19 
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Mr. Foster. It has not; no, sir; because businessmen are coming 
to us with additional types of problems and they are still coming to 
us with problems which are created by the emergency. Incidentally, 
I would say this, in particular with regard to this basic type of thing 
that we do in the office with regular funds. It would have to be done 
somewhere to service this requirements and allocations work. 

Mr. Cannon. Now, Mr. Foster, give us a breakdown of your other 
expenses. 

Mr. Foster. The other expenses comes to about $10,000, and that 
figure is just the normal estimate of what it costs to equip and main- 
tain this number of persons in an operation. 

Mr. Cannon. You have 63 people, and you have $59,713, approxi- 
mately, in round figures, $1,000 to an employee. Just how is that 
money expended, and why is that amount necessary? 

Mr. AnpEerRson. The total amount for other objects for this fourth 
quarter is $10,348. That money is necessary for the purchase of 
equipment, supplies, and communications. 

Mr. Cannon. It is spent exclusively in supplies and communica- 
tions? 

Mr. ANDERSON. Yes, sir. 

Mr. Cannon. Is a large part of it spent for long-distance telephone 
calls and telegrams? 

Mr. ANDERSON. Some of it is; yes, sir- 

Mr. Cannon. What is the character of the supplies you purchase? 

Mr. Anpverson. The bulk of it is for equipment, desks, typewriters, 
and the necessary equipment in order to bring these people in and put 
them to work. 

Mr. Cannon. You had nothing in reserve? 

Mr. Anverson. That is right. 


TRANSPORTATION AND ComMuNICATIONS Division, 
OrFriceE oF TRANSPORTATION 


Mr. Cannon. We will pass on to the Office of Transportation. Who 
will speak for transportation? 

Mr. Caw ey. Dr. Zeis, Mr. Chairman. 

Mr. Cannon. Doctor, were there any similar functions in the De- 
partment prior to the enactment of the Defense Production Act, or 
is this an entirely new activity in your Department? 

Mr. Zeis. The activity is substantially new, Mr. Chairman, I 
would not say that it is 100 percent new for this reason, that in the 
Department for several years there has been a small division of which 
I was the head, which was concerned with a general analysis and ap- 
praisal of the entire transportation system from the standpoint of 
how well it was meeting the needs of the businessmen. That basic 
information is of use in an emergency situation just as much as being 
of use in a more normal peacetime situation. With the exception of 
the existence of that relatively small group and that continuing func- 
tion the schedule of activities provided for here is entirely new. 

Mr. Cannon. Then this is something new. Now, what are the 
functions that you exercised previously in comparison with those 
exercised under the Defense Transportation Act? 
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Mr. Zuis. The Defense Transportation Administration has direct 
responsibility for seeing to it that goods are kept moving, as far as 
railroads are concerned, and as far as motortrucking is concerned, 
and as far as inland water transportation in the United States is 
concerned. 

The Department of Commerce has a similar responsibility as far as 
air transportation is concerned, and as far as ocean shipping is con- 
cerned, including coastwise and intercoastal shipping. Obviously the 
last three forms of transportation are supplementary with and com- 
plementary to those under DTA control. 

Mr. Cannon. In other words, you have the same field exactly? 

Mr. Zets. Well, in different areas of transportation. That is one 
sphere of activity. 

We have another function described briefly here in connection with 
NPA and DPA, which is the screening of material requirements. 
Transportation claimants make claims for materials. For example, 
the petroleum people make claims for materials for pipeline construc- 
tion. The CAA has claims for materials for airports, which is a con- 
stituent agency of the Department, and Public Roads has claims for 
materials in the construction of roads. All of those various claims for 
materials are channeled into and have thus far been referred to the 
Office of Transportation to perform the preliminary screening job. 

Now, the idea behind that was that the Department of Commerce, 
the Under Secretary of Commerce for Transportation, assisted by 
his staff people would be in a relatively neutral position and would be 
in a position to judge the claims of the different types of transportation 
and allot the materials with a view of seeing to it that we got the most 
transportation for the minimum of materials. 

Mr. Cannon. How was this handled in the Second World War? 
It was not handled through your office, I believe. 

Mr. Zets. No, it was not. During the Second World War. 
ODT would file a claim for transportation material, and go direct to 
the War Production Board for materials. Now DTA files the claim 
and you go to NPA and DPA which makes the final decision. The 
only difference is that the intermediate step of this Transportation 
Requirement Subcommittee has been instituted to assist NPA and 
DPA in making their determinations. 


ALLOCATION OF RAW MATERIAL FOR EQUIPMENT 


Mr. Cannon. To what extent do you deal with the allocation of raw 
material for equipment in transportation? 

Mr. Zets. We review requests for material for freight cars, loco- 
motives, barges, and pipelines, and other transport equipment. 

Mr. Cannon. We have had some rather conflicting evidence here 
on a very important point. Judging from the last war, and judging 
from the shortage which has already shown up in the Central West, 
especially in freight cars, that is going to be one of the bottlenecks 
of the whole war problem if we get into an all-out war. We have had 
some testimony to the effect that the shortage of freight cars is due 
entirely to the lack of steel. 

Mr. Zeis. That is not correct. 
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Mr. Cannon. Then we have had other testimony to the effect 
that ample provision for steel had been made. Now give us the 
low-down on it. 

Mr. Zets. All right, here is the low-down. First of all, there are 
2,000,000 cars, roughly, in the car field. The maximum potential 
capacity of the car builders in the country if it were all utilized is 
probably not more than 15,000 cars a month, or 180,000 cars a year. 
So if you have a shortage you must understand that even if you 
produced new cars at capacity production you could not overcome 
the shortage very quickly. In other words, new production in any 
particular year would be a relatively small part of the total freight-car 
fleet. Now, specifically what has happened is this, the car program 
was the first program, [ believe, which was approved by NPA, and it 
was approved before our Requirements Subcommittee was set up. 
It was approved on a 3 months’ basis, on the basis of 10,000 cars a 
month. Steel was allocated for that number of cars, and then 
subsequently an allocation at the 10,000-car rate was made for the 
month of April, and subsequently an allocation was made for the 
months of May and June at the rate of 9,000 cars a month. Steel, 
I understand, was made available to the car builders and the railroads 
who were also car builders, and actually the rate of production of 
cars thus far has not gotten up to anywhere near 10,000 cars a month. 

Mr. Toomas. What is that figure on’ production? 

Mr. Zets. I believe it is fairly close to 6,000 a month. 

Mr. Tuomas. It is 5,500, I believe. 

Mr. Zers. 5,500? 

Mr. Tuomas. Yes. 

Mr. Zets. Actually steel was made available for 10,000 cars a 
month as of the Ist of January. 

Now, there is a certain amount of time lag before the cars come into 
production, but my understanding of what has happened is that part 
of the steel which was made available to the railroads for the construc- 
tion of new cars was actually used for the repairing of bad-order 
cars. 

Now, insofar as that results in getting serviceable freight cars 
back into transportation that is all right, and is, in fact, a saving of 
materials, because you can repair a car with 4 or 5 tons of steel. 

Mr. Cannon. What we are particularly interested in is how much 
steel will be available for freight cars in the future, and can we expect 
a regular monthly increase of the supply of cars at a rate that will be 
necessary to carry the traffic? 

Mr. Zets. Well, Mr. Chairman, I do not know that I can give you 
an answer to that question. Ali I can say is that we will recommend 
what supplies of steel we think are necessary. My recommendation 
of the production needed has been 10,000 cars a month up through 
the second quarter. That recommendation was cut to 9,000 for 
May and June by Mr. Harrison. 

Mr. Cannon. Approximately what priority ought to be given 
to this allocation of steel for this purpose? How does it rank com- 
pared to the other uses for steel? 

Mr. Ze1s. As compared with the military? 

Mr. Cannon. Yes. 

Mr. Zets. I would rank it below the military. I would rank it 
fairly high as far as civilian supporting activities or military supporting 
activities are concerned. 
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Mr. Cannon. Well, quite frankly, is it not really a part of the mili- 
tary problem? Without transportation how are you going to move 
troops and supplies? 

Mr. Zr1s. Definitely transportation is certainly a part of the mili- 
tary potential. 

Mr. Cannon. How would you rank it with the military? 

Mr. Zeis. Providing adequate transportation would rank with 
military requirements, but adequate transportation includes more 
than freight cars, Mr. Chairman. In other words, my own position I 
will tell you frankly is if we have to choose between freight cars and 
civilian items like refrigerators and automobiles and things of that 
kind there is no question that the choice should be freight cars. 

Mr. Cannon. Possibly you will be able to make a reasonable alloca- 
tion of steel for this purpose. Thank you, Doctor Zeis. 


‘Orrick oF TECHNICAL SERVICES 


Mr. Cannon. We will take up next the Office of Technical Services. 
Who will justify that? 

Mr. Cawtey. Mr. John Green, director of the Office of Technical 
Services, who is here. 

Mr. Cannon. Mr. Green, tell us about your budget, first as to 
your personnel and then as to the amounts requested. 

Mr. Green. Yes, sir. We have two divisions with which we are 
concerned today. One is the National Inventors Council, and one is 
a program for the voluntary control and dissemination of unclassified 
technological data. 

On the Inventors Council program we are requesting eight people, 
costing $13,600, and on the other program we are requesting two 
people costing $4,400. That completes the two activities. 

As you will remember, the National Inventors Council is the activity 
in Government which brings together the civilian inventor and Govy- 
ernment research and development. At the close of World War II 
we reverted that activity into a stand-by activity, and our Advisory 
Council did not meet as often. 

Mr. Cannon. How many men did you have in the last war? 

Mr. Green. Fifty-one at peak. It took 35 men to process a 
comparable workload in the last war. ‘With the additional ones 
requested this makes 14 in all. In other words, we hope to handle as 
great a volume of work today with 14 as we did with 35 in 1942. 

Mr. Cannon. What is the character of your work? 

Mr. Green. Basically it is receiving inventions from the public 
and evaluating them, and fitting them into military research, and 
also to try to get before the inventors of the country nonconfidential 
problems of the military, on which we can bring to bear the submission 
of inventions. Invention is one of our national assets, and it is our 
job to see that it fits into national defense. 

Mr. Cannon. Do you recall particularly what contributions were 
made in the last war? 

Mr. Green. We had about 1,000 inventions at the end of World 
War II on test and we have had over 100 adopted and used. Probably 
the one that you see most in the papers about being used today is the 
device for locating land mines. 
Mr. Tuomas. Locating what? 
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Mr. Green. Locating land mines, which the Germans and the 
Japanese concealed along beaches and elsewhere. 

Mr. Cannon. You had about the same functions you had previous 
to this reactivation? 

Mr. Green. In the case of the Inventors Council it is about the 
same functions. As to this other program it is a new program, it is 
the control of the dissemination of technical information. 

Mr. Cannon. How would that work compare with similar work 
done by the FBI? 

Mr. Green. The FBI is the agency which polices these things. 
We are the people who give guidance to business and industry, who 
would like information; where business or industry has trouble as to 
releasing information, they come to us for advice in the matter. 

Mr. Cannon. There is no overlapping between your work and that 
of the FBI? 

Mr. Green. No, sir, there is not. 

Mr. Cannon. Thank you, Mr. Green. 


Inpustry EvauvuaTIon Boarp 


Mr. Cannon. The last item is the Industry Evaluation Board. 
Who will speak for them? 

Mr. Cawtry. Dr. Rosinger. 

Mr. Cannon. Mr. Rosinger, you are Chairman of the Industry 
Evaluation Board? 

Mr. Rosincer. Yes, sir. 

Mr. Cannon. What authority is there for the activity of your 
Board? 

Mr. Rosincer. The authority stems from a directive by the Presi- 
dent as the result of action on the part of the National Security 
Council. 

Mr. Cannon. What authority do you exercise as a board, and 
where do you fit in? 

Mr. Rostncer. We fit in as an Interdepartmental Board which 
functions under the Secretary of Commerce and is composed of repre- 
sentatives from the Department of Defense, Department of Commerce 
the Atomic Energy Commission, the Interior Department as regular 
members, and such ad hoc members as may be called in for special 
problems, in order to select from the vast number of industrial facili- 
ties, both manufacturing and nonmanufacturing, those which call for 
special security guidance and possibly security supervision. 

Mr. Cannon. Now, after you-have accumulated, tabulated, and 
classified this information, what disposition do you make of it? 

Mr. Rostncrer. The Board has a second activity of assigning to the 
agency of paramount interest a given facility for security guidance in 
the hope that this time, unlike World War II, there will be only one 
agency per facility having guidance or possibly supervision instead of 
that unfortunate situation which we occasionally had where sometimes 
three or four, or even five agencies inspected a given facility, and super- 
vised its security procedures. 

Mr. Cannon. This concentrates all of those duties and functions in 
one place? 

Mr. Rosincer. Yes, sir. 
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Mr. Cannon. Now, give us a typical or representative instance in 
which you have had security information and have passed it on. 

Mr. Rostncer. We have not done any of that as yet. We are just 
starting. 

Mr. Cannon. It is an entirely new agency? 

Mr. Rosrincer. It is brand new. 

Mr. Cannon. It had no counterpart in the last war? 

Mr. Rosincer. Yes, it had a counterpart in the last war, the 
Resources Protection Board in the WPB, for which I worked. I 
would like to summarize one illustration; then if you would like 
further details I shall be glad to give them. 

Mr. Cannon. You have had previous experience in investigative 
work? 

Mr. Rostncer. A great deal. 

Mr. Cannon. All right, give us briefly a summary. 

Mr. Rosincer. What we did first was make use of screening meth- 
ods, which were as complete and scientific as possible, breaking mili- 
tary end-products into their constituents and subconstituents, down 
to the raw materials. Secondly, through criteria for determining rela- 
tive importance which we developed, and which I hope I have im- 
proved upon, we picked out a relatively few truly critical points 
within the entire industrial economy for special security supervision. 
By critical points I mean a plant which by itself produces a sufficient 
quantity of some material to control the production of a military end 
product. 

Now, at the end of the war, Mr. Chairman, in the chemical industry 
alone for example, if my memory is correct, there were something 
like 88 chemicals absolutely essential, each of which were produced in 
one plant only. I can speak better of chemicals because I was in 
charge of evaluating, for security purposes, the entire chemical 
industry, including petroleum, synthetic rubber, drugs, and so forth. 
For instance, if you do not mind, I am going to be a little vague, and 
give you an instance where one plant produced 92 percent of a chemi- 
cal which was absolutely essential to the manufacture of GR-S and 
neoprene, whereas the largest manufacture of rubber produced only 
12 percent. Hence, the chemical plant illustrates a truly critical 
point. 

Mr. Cannon. What is the cost of maintaining your Agency? 

Mr. Rosincer. Pardon me, sir? 

Mr. Cannon. What is your budget? 

Mr. Rostncrer. The budget for the remainder of the year is ex- 
pected to be $36,000. That, of course, includes buying certain 
equipment which we do not now have. The written material has to 
be kept in safes. We also need certain calculating machinery— 
adding machines, and so forth. 

Mr. Cannon. In addition to equipment, you. have no expense 
except the expense for personnel? 

Mr. Rosincer. That is true at present. 

Mr. Cannon. How many are employed by your Board? 

Mr. Rostncer. At the moment, only four. We expect to have 16 
by March 31. 

Mr. Cannon. Do you think the additional 12 are necessary? 

Mr. Rostncer. Oh, indeed, sir. When this is running at its 
maximum, I hope we can keep the personnel down to about 30. 
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Mr. Tuomas. I would like to ask the distinguished witness just 
one short question. You made a very fine statement, Doctor, but 
when you get through, what does it all add up to? 

Mr. Rostncer. Well, it adds up to this. I am very happy to have 
an opportunity to answer that——— 

Mr. Tomas. Give me a quick answer. 

Mr. Rosincer. At the end of the war, the Provost Marshal Gen- 
eral’s office of the United States Army wrote an official letter to WPB 
in which it said the Resources Protection Board had saved the country 
untold quantities of production equipment, had released over 200,000 
men for military service who otherwise would have been guards, and 
had saved, in addition, over one-half a billion dollars because only 
the truly important points were given special protection instead of the 
thousands which otherwise one would have to protect because there 
would be no way of telling which were the most important. 

Mr. Tuomas. Your protection, then, is in the form of a certain 
type of equipment, or is it in the form of manpower? 

Mr. Rostncer. Both. The type and degree of protection depended 
on the ratings of the Resources Protection Board. In the first place, 
it selected only plants which were truly important, but even among 
those there were some absolutely vital and others less so. Those 
which were more important got certain special equipment and man- 
power protection. 

Mr. Tuomas. Thank you for your contribution, and more horse- 
power to you. 


TRANSPORTATION AND COMMUNICATION Diviston, OFFICE OF 
TRANSPORTATION 


SHORTAGE OF FREIGHT CARS 


Mr. Wuirten. I would like to ask a question of the witness who has 
supervision of transportation. 

Ve were discussing this rail cost situation while sitting on the 
Agriculture Subcommittee of the Appropriations Committee, and one 
of the reasons given for the shortage of railway cars was the fact that 
steel had not been available in the past. But, due to certain demur- 
rage rates and other rental rates fixed, 1 presume, by the Interstate 
Commerce Commission, it was much cheaper for certain eastern 
railroads not to build additional cars but to keep overtime the cars 
that were moved in from the West. And, of course, the West ships 
raw materials into the East, and quite naturally the railroads had to 
send a good many cars east, and almost without exception they said 
those cars were kept overtime because the rates for rental were cheaper 
than buying new cars to maintain the cars owned by the railroads at 
a certain level, and they said the tendency was not to build any cars 
and the total number of cars had thereby been held down. 

‘I would like to know if you are familiar with that story and if there 
is anything you can do to relieve the situation, if that is a true picture. 
Mr. Zets. First, I am familiar with that story. Second, as to what 
we can do, the Department has no direct jurisdiction in the premises 
and can do very little. But we can do this: When a claimant agency 
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comes over and requests material, in this case for freight cars, we can 
raise questions as to whether this or that step is being taken to get 
the maximum. 

Mr. Wuirren. By taking steps, you mean if they are making this 
situation, if they want materials, you can cut down on the materials 
because of the way they are doing. But that still does not meet the 
transportation problem of getting more cars. 

Mr. Zets. That is correct. 

Mr. Wuirren. I want to know if anyone in your Agency or in 
Defense Transportation has the authority to say “You are going to 
provide your own cars; you are not going to tie up these other cars 
and keep your own cars down.”’ Somebody ought to have that 
authority. I presume the Interstate Commerce Commission are not 
the ones to help correct that situation, and I wonder if in the national 
defense agency somebody should not have that authority. 

Mr. Zets. In the distribution of transportation functions, DTA has 
control of rail transportation and should have the authority. 

Mr. Wuirren. They should have authority to increase rental rates 
so as to make them move cars back to the original owners. 

Mr. Zeis. Yes. 

Mr. Wuirren. And thereby increase their incentive to increase the 
number of cars they have. 

Mr. Zets. That ts correct. 

Mr. Taser. Why is it that the Civil Aeronautics Board and the 
Maritime Commission cannot cover the activities that you cover and 
do the job without any such set-up? 

Mr. Zets. In answer to that question, first, the Civil Aeronautics 
Board is in the Department but not of it—not of the Department. 
It is an independent regulatory agency over which the Department 
does not have jurisdiction. 

Mr. Taser. It is the same sort of thing as the Interstate Commerce 
Commission is for the railroads, over rail transportation? 

Mr. Zets. It is very similar to the Interstate Commerce Commis- 
sion; yes, sir. 

Mr. Taner. The Interstate Commerce people try to operate this 
defense transportation set-up, and why should we have another agency 
separate for air and water, and why should not the Civil Aeronautics 
Board and the Maritime Commission be able to handle these two jobs 
without any extra help? 

Mr. Ze1s. There are several jobs involved here. First is the job 
of allocating equipment where it can best be used. 


FUNCTION OF THE OFFICE 


Mr. Taner. What do you do, for instance? Give us an illustra- 
tion. 

Mr. Zets. In the course of the Korean conflict, the military have 
drained off a fairly substantial portion of the four-engine aircraft 
which are normally operated by civilian air lines. That has not as 
yet reached the point where there is serious interruption of civilian 
transportation, but any great additional draining off would lead to 
that point. Somebody has to decide where the remaining aircraft, 
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are going to operate. It may very well be that more should operate 
between New York and Chicago and New York and San Francisco 
than to carry vacationers down to Florida and back. That is a 
typical illustration of the problem in mind. 

Another illustration we are facing in that connection is getting 
adequate shipping to bring in essential items—chrome ore, for instance. 
Somebody has to see that the proper ship gets to the proper place. 
Now, the Maritime Administration has got to be told by somebody 
what to bring in. They are not material specialists; they are not 
production specialists. 'The Department of Commerce, in connection 
with production, presumably is. They ought to be and are supposed 
to know. 

Mr. Taser. Was this kind of a set-up going in the last war? 

Mr. Zris. In the last war you had roughly a similar set-up. You 
had the Office of Defense Transportation which performed a function 
roughly comparable to the Defense Transport Administration now, 
and then as now, not the Interstate Commerce Commission but a single 
commissioner was supposed to be in charge of it. You had the War 
Shipping Administration, which is comparable to the shipping organi- 
zation being proposed under the Department of Commerce. 

In the air field, actual military control over the domestic air lift 
was exercised to a very substantial extent by the military them- 
selves. A few planes, a very small remnant of planes, were operated 
in the civil air lift in that war on schedules determined by the Civil 
Aeronautics Board. Since that time, of course, aviation has grown 
up. There is no comparison today between the air lift today and 
what it was then. The problem is that the different forms of trans- 
portation to a certain extent are either competing or complementary. 
There are some cases where, before you make a decision with respect 
to aircraft, you have to know what the surface transport possibilities 
are. The same is true in the case between shipping and domestic 
transport. The job has to be done. 

Mr. Tuomas. Is not there an overlapping of the Civil Aeronautics 
Board with] Defense Transport over in Commerce and certainly over 
in the Maritime Commission? They perform exactly those functions 
exactly 6 days out of the week, or 5 days out of the week. 

Mr. Zets. Which functions? 

Mr. Tuomas. What you have been detailing for about 15 minutes. 

Mr. Zeis. No, sir. I beg to differ with you. They do not perform 
such functions. 

Mr. THomas. As a matter of fact, do you have any authority to 
allocate any material to the old DTA over in the Interstate Com- 
merce Commission? You cannot allocate any material over there; 
all you can do is to make recommendations, and they have a staff 
doing that same thing of allocating the materials. 

Mr. Zeis. We have authority, as I understand the current statute 
and Executive orders, to allocate air transportation and shipping; 
we have no authority to allocate surface transport. That is DTA 
authority. We do have authority to advise the National Production 
Authority and the Defense Production Administration on the materials 
they should allocate with respect to the construction of transportation 
equipment requested by all claimants. In that whole area, we only 
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have an advisory function. That is perfectly correct. Mr. Fleisch- 
mann and Mr. Harrison can take our recommendations or disregard 
them as they see fit. 

Mr. WiaGLeswortH. You have three staffs for allocation in this 
particular field; have you not? You have your staff, Mr. Fleisch- 
mann’s staff, and General Harrison’s staff? 

Mr. Zrts. No; we do not have three staffs, because we have acted 
for Mr. Fleischmann’s and Mr. Harrison’s program staff in the trans- 
portation field. In other words, if we were not doing the job, he would 
have to have a staff of his own doing it, or we would have to be trans- 
ferred to his staff to do it. Somebody would have to be doing the job. 
They are not doing the same job we do. You do have this much; you 
have a claimant such as DTA who makes the initial determination of 
what it is he needs and comes over with it. It is then reviewed by us. 
To that extent you can say there is duplication. 

Mr. WiaciteswortH. Then it must be reviewed by Mr. Fleisch- 
mann’s staff and must be reviewed by Mr. Harrison’s staff. 

Mr. Zxts. That is not the way it has operated thus far. Pre- 
sumably we are operating for Mr. Fleischmann’s staff and Mr. Harri- 
son’s staff in this field. 

Mr. WiceciteswortH. But you have no authority to make a de- 
cision. 

Mr. Ze1s. That is correct. 

Mr. Taner. What is your background; what experience have you 
had in this business? 

Mr. Zets. I have been in the Government service for 8 yvears—or 9 
vears. I came here at the beginning of the last war. Throughout 
the last war I was with the Budget Bureau. I was their budget 
examiner for the transportation agencies, for the War Shipping Ad- 
ministration, and for the Office of Defense Transportation, as well as 
the regular transportation agencies such as the Maritime Commission 
and the Interstate Commerce Commission. 

I am the author of the Sawver Report to the President on trans- 
portation policy which was sent up last vear. 

Mr. Taser. But vou have never had any experience working for a 
transportation outfit or directly for the Interstate Commerce Com- 
mission or the Civil Aeronautics Board or anything of that character? 

Mr. Zets. I worked with the Civil Aeronautics Board. I was called 
over by the Civil Aeronautics Board to do a special study for them 
on European air transportation in 1944 and worked with them for a 
little over a year performing that study. 

I have been with the Department of Commerce, for the most of 
the time as Chief of the Transportation and Communications Division 
of the Department, since 1946. 

_I have a doctor’s degree in economics and political science from 
Princeton University and am the author of a book in the field of 
American shipping policy. 


NEED FOR PERSONNEL 


Mr. Taner. You have no employees, according to this statement 
you submitted to us. 
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Mr. Ze1s. No employees under emergency funds. That is correct. 

Mr. Taper. You are asking for 21 between now and the Ist of 
April; is that right? 

Mr. Ze1s. That is correct. 

Mr. Taper. It is a cinch you are not going to get them, because 
the bill could not get through before that. And you are asking for 
84'before the 30th of June. If this bill does not get through until the 
middle of April, which would be the earliest date, you will not need 
over one-half of the money that has been suggested’ by the budget be 
allocated to you. Is not that about right? I am just asking you is 
not that about right. 

a If we do not get it, we do not get it, and we do not do 
the job. 

Mr. Taser. Maybe you do the job. What is your job now? 

Mr. Zets. As a matter of fact, sir, some of my people are trying 
to perform these very functions we are asking the money for. We do 
not profess to be doing a very good job, because we do not have enough 
people to do it. 

Mr. Haute. May I give an illustration of that? In connection with 
the allocation of shipping to China, last December we put out this 
transportation order which pr ohibits ships from going to China and 
barring the shipment of a positive list of strategic commodities from 
going to the Soviet bloc. 

Mr. Taser. That is not a regular nétimiby of the Department? 

Mr. Hate. No. 

Mr. Taser. Who put that out? 

Mr. Hate. The Under Secretary for Transportation, under author- 
ity of the Defense Production Act—a brand new authority and a 
brand new action. 

Mr. Taper. You had the help to do it, and you did it; is not that 
it? 

Mr. Hate. Yes. Those two orders have been carried on now by 
part-time of one man in the Office of Transportation, one assistant 
to the Under Secretary for Transportation, and a part-time man 
from the Office of International Trade, who has taken time out from 
his regular duties to do this. I have worked on it afternoons, eve- 
nings, Saturdays, and Sundays. It has been a tremendous amount of 
work to take care of a great many shipments, and shipping has been 
stopped in the middle of the ocean. 

Mr. Taser. We have a responsibility here, and after we get through 
here we have to get the bill together, have to report it out and pass it. 
Then it goes to the Senate and they take it up and consider it, have 
their hearings, and they finally pass it. Then it goes to conference, 
and if we get out of that by the middle of April, we are doing pretty 
good. So what can we do? ‘That is all the set-up we have. 

Mr. Hate. My only point in bringing that out is that I realize 
here are these two important orders being seriously unadministered, 
and we want the people to handle them. 

Mr. Taser. Are they being seriously unadministered? Are not 
airplanes running and are not they carrying stuff and so forth, just 
as well as they can? 
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> Mr. Hate. The two orders I am speaking about are orders which 
of prohibit certain action. 
Mr. Taser. Are not those things being observed? 
Mr. Hate. We have not been able to make the proper investiga- 
use tion to find out if they are or are not. We would like to. 
for Mr. Taser. Is there not anybody at the ports to do that job when 
the those airships go out from the airports bound for foreign ports? There 
red must be somebody there to look after that. 
be Mr. Hate. Yes; but these particular orders apply also to com- 
loons modities picked up abroad, and the only people available to check up 
in foreign ports are the American consuls, who also are quite busy. 
do Mr. Taser. Well, they can do that; can they not? 
Mr. Hae. They have been trying to. 
, Mr. Wurrren. Our committee deals with the Bureau of Entomology 
ing and Plant Quarantine, and they have to inspect every place where 
do plants leave and come in. 
igh | Mr. Taser. And they have plenty of inspectors. 
; 4 Mr. Wuirren. Like everybody else, they are asking for an increase 
ith | to meet this same problem. They want to be given more planes. 
his It is a great problem, and they have met it up to now and are trying 
nd | to increase to meet this load. 
om 
OrFicE OF TECHNICAL SERVICES 
Mr. Taser. Surely. Now, coming to this technical set-up. You 
are Mr. Green? 
\0r- Mr. GREEN. Yes, sir. 
da Mr. Taser. What were you doing during the last war? 
Mr. Green. The Inventors Council was a large operation in those 
hat days, and I handled it. 
by NEED FOR PERSONNEL 
ant = 
nan Mr. Taser. You have no people at this time? 
om & Mr. Green. No, sir. We have six people now on that work. We 
ve- are asking for eight more. 
tof Mr. Taser. That makes 14? 
een | Mr. Green. Yes, sir. 
~~ #£='Mr. Taser. These sheets we have been supplied with show you 
ugh © have not any, and you are expecting to have 10 by the 31st of March 
sit. & and 10 by the 30th of June. Does that mean the six people are on the 
ave | regular roll of the Department? 
nee, | Mr. Green. Yes, sir. 
atty Mr. Taser. That ought to do the job; ought it not? 

Mr. Green. They would if we were only receiving the 3,000 inven- 
lize tions a year that we were up until recently. We are now receiving 
red, 35,000 inventions a year. Our influx of inventions recently has in- 

creased twelvefold. We hope to handle with 14 people as many 
not inventions as we handled with 35 people in World War II. 
just Mr. Taper. You are asking for 6 people, then, instead of 10? 


Mr. Green. No, sir; I am asking for 10. I am asking for 8 on the 
Inventors Council with the 6 we now have, which will give us 14, and 
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I am asking for 2 on the other program, which is a separate and distinct 
program for the voluntary control of technical data, which has nothing 
to do with the Inventors Council. 


HANDLING OF INVENTIONS 


Mr. Taxser. Are those patented inventions? 

Mr. GREEN. Some are; some are not. They are inventions which 
apply to defense. 

Mr. Taser. Do they not have to be handled by the officers in 
charge either of the Air Force, the Army, or the Navy, so that the 
people who are primarily concerned with those activities would 
know whether or not they were good for anything? 

Mr. Green. The good ones do. We evaluate all, and we have an 
advisory committee which is headed by Dr. Charles Kettering, the 
outstanding inventor in the United States and perhaps in the world. 
We have 17 men who are outstanding scientists, engineers, and 
industrialists—men like the president of Bell Laboratories and men 
of that caliber. They are our advisory committee. We make a 
preliminary screening with our own Commerce staff for inventions 
which look good to us. Then our council advisers evaluate them. 
There is no better body in the world to evaluate the mass of inven- 
tions than that body. There is no wiser living inventor than Dr. 
Kettering. After we evaluate them, then the best go to the Army, 
Navy, and Air Force, who can say ‘Yes; this is a good invention and 
we can use it” or “We cannot use it.”’ We are the link between 
civilian invention and military research. 

Mr. Taser. You were operating in the last war? 

Mr. Green. Yes, sir; we think we do an efficient job. I am proud 
of it. 

Mr. WiacGLeswortH. Are not a great many of these inventions sub- 
mitted directly to the Army, Navy, and Air Force? 

Mr. Green. No, sir; they send them to us. 

Mr. WiceieswortH. How do you arrange that? I had had case 
after case where somebody thought he had an invention, and it was 
submitted to the armed services. 

Mr. Green. They have a regulation that says the Inventors Coun- 
cil is their advisory body upon whom they rely and all inventions sub- 
mitted to them must be handled by us first. 

Mr. Taser. That is not the way they operate. 

Mr. Green. That is the normal procedure and the normal Army 
regulations provide for that. 

Mr. Taser. They have never suggested such a thing tome. Ihave 
had occasion to take those things up a good many times, and they 
never have suggested such a thing to me. 

Mr. GreEN. I promise | write you letters myself. You may not see 
them, but I write you letters. 

Mr. Taser. Maybe you write me letters, but I have not had any 
such thing up now for a good while. 

Mr. Green. Would you like me to furnish a few for your file? 

Mr. Taser. I will ask them over at the office, but I do not remember 
any. 
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Mr. Green. Maybe your people handle them automatically, but 
we have been doing this for several years. 

Mr. Taser. They never mentioned this to me when we had things 
up that were of that nature, when the war was on. Maybe somebody 
has taken those things up with you—I do not know—but I do not 
remember it. 

Mr. Green. I think Mr. Orescan remembers it rather well. 

Mr. Taser. What kind of people are you asking for; what grade? 
It is nearly impossible to tell from this. 

Mr. Green. One GS-11, two GS-9, one GS-7, one GS-5, one 
GS-4, one GS-3, and one GS-2. There are no top jobs there. 
Those are working level people. 

Mr. Taser. Who does the top staff job? 

Mr. Green. Our advisory council, which does not get paid—our 
advisors from industry. 


FUNCTION OF THE OFFICE 


Mr. Taser. What does your office do, then? 

Mr. Green. You mean our general office—the Office of Technical 
Services? 

Mr. Taser. Yes. 

Mr. Green. We provide scientific and technical information to 
industry. If you are asking about this National Inventors Council, 
the National Inventors Council has a small staff which operates under 
the direct supervision of this group of unpaid engineers and inventors. 
There are 17 of them. 

Mr. Taser. An ordinary clerk would not know whether an invention 
is worth a hurrah or not. 

Mr. Green. No, sir. 

Mr. Taser. So how would they be able to screen anything of that 
character? 

Mr. Green. They do not. 

Mr. Taper. I would not have anybody in my office who could do 
it. I know I could not do it. I would not know enough about it. 

Mr. Green. We have been in this business now for 12 years, and 
we have learned a little. 

Mr. Taser. What are you going to do? That is the thing I do not 
understand. I see what this board does, but the board is not on the 
job, and Dr. Kettering cannot go over all of these inventions. 

Mr. Green. That is exactly the point. We need those people to 
handle the inventions that are accumulating in our files. Honestly, 
at this moment we have a room full of inventions that no one has 
looked at. I am not saying there are any inventions in that file that 
would win the war, but they may shorten war, they may save a life. 
But we are not looking at them and cannot look at them until we 
get these people. | 

Mr. Taser. How can these people go over the job and tell any- 
thing about it? 

Mr. Green. It is not hard. I teach them; Dr. Kettering teaches 
me, and the group works with us. It is not hard. 

Mr. Taser. I thought you just told us they would not be able to. 
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Mr. Green. No, sir. When you said a clerk could not do this kind 
of thing, I agreed with you, but these people are technical people. 

Mr. Taser. They are technical people? 

Mr. GREEN. Yes, sir; definitely. 

Mr. Taser. How technical? 

Mr. Green. What we would like to have, what I am trying to get, 
I would like to have a young combat veteran who is disabled and who 
has engineering ability. That is my ideal, because there you have a 
man with engineering experience who has been out there and seen it 
and, of course, being disabled, is interested and enthusiastic. That is 
my ultimate. 

InpustrRY Evatuation Boarp 


Mr. Taser. Now I will go to the Industry Evaluation Board. 

Just what is your present position? 

Mr. Rostncer. I am Chairman of the Industry Evaluation Board. 

Mr. Taser. You do what? 

Mr. Rosincer. I am now organizing this Board. I should say it 
is in itself the result of work which I have been doing as chairman of 
the Subcommittee on Industrial Security for the Interdepartmental 
Committee on Internal Security. This is definitely a full-time job. 


FUNCTION OF THE BOARD 


Mr. Taser. What are you going to do? Just tell us. 

Mr. Rostncer. I am going to try to collect a small group of men 
who are really experts in their respective industrial fields dividing 
industry into three major groups—machinery and equipment group, 
chemicals in the broadest sense, including synthetic rubber, petroleum, 


plastics, and so forth, and the nonmanufacturing industry. 

Mr. Taser. You are going to set up these different units? 

Mr. RosinGer. Yes, sir. 

Mr. Taser. And what are they going to do when you do it? 

Mr. Rosincer. They are going to obtain information from the 
specialized agencies, such as the Department of Defense and the 
Atomic Energy Commission, the Petroleum Administration for De- 
fense, and so forth, on what end products these various agencies 
consider to be of special importance to the war effort, and they, with 
a few principal assistants, possibly two each—something like that— 
will break down the final end product into its constituents and those 
constituents into subconstituents, so that a pyramid is formed with 
the end product at the apex and all of the constituents in the body 
of the pyramid. Based upon their knowledge of the chemical indus- 
try, or other industry, plus information on supplies and requirements, 
these specialists will pick out which of the many plants which con- 
tribute to the manufacture of the final end product are the critical 
points, in the sense I mentioned earlier this afternoon. In short, they 
are the plants upon whose production depend the production of the 
final end product. These relatively few critical points should be given 
special security guidance and possibly supervision also. 

Mr. Taser. Why would not that be a job for the civilian defense 
set-up and such things as that? 
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Mr. Rosincer. Well, this is an economic industrial problem. 
Mr. Taser. What is your background? 

Mr. Rosincer. My background is that during the entire war I 
had charge of the Raw Materials Branch of the Resources Protection 
Board, which corresponds to this Industry Evaluation Board. That 
included chemicals, drugs, petroleum, rubber, and so forth. 

Mr. WiaGLesworta. Are you going to do the protecting? 

Mr. Rostncer. No, sir. 

Mr. WiGGLeswortH. Who is going to do the protecting? 

Mr. Rostncer. That is a matter of high policy which I think the 
Congress itself is finally going to decide. The present view of the 
Department of Defense with regard to industrial security is that the 
first responsibility for protection lies within the management of the 
plant, the second in the local and State governments, and lastly in 
the Department of Defense. 

Mr. WieeLeswortH. Do you mean to say the defense forces of this 
country are not aware of what manufacturing units are critical from 
the standpoint of national defense? 

Mr. Rostncer. Oh, ves; I can well maintain that there is an incom- 
plete awareness, and the Department of Defense itself would support 
me in this contention, because this program was developed in part 
with the Department of Defense and the Atomic Energy Commission 
and others, and they are strongly in support of it. As a matter of 
fact, a major general has been appointed by Secretary Marshall to be 
the Defense representative on this board. 

Mr. WiccLesworts. Why is not that a job for the Department of 
Defense rather than for the Department of Commerce? 

Mr. Rostncer. Because it is an economic industrial activity and 
not a military one. It is the business of the Department of Defense 
to inform this board which of the military end products are important 
to it and the degree of their importance, but the determinations and 
applications of the relative critical ratings of the breakdown of those 
products into their component chemicals, catalysts, abrasives, and, 
the other things which are essential to manufacture is something they 
would not know about, because that is not their business. 

Mr. WiccLteswortx. How many people do you have working on 
this now? 

Mr. Rosrncer. As I said, we are just starting. We have four, 
including my secretary, and we now have papers of several in process. 

Mr. Wiaateswortu. How long a job is this going to be if you do it? 

Mr. Rostnecer. It will take quite a long time. 

Mr. Wiaciteswortu. What is a long time—months or years? 

Mr. Rostneer. The Resources Protection Board functioned 
throughout the war, and there was much pressure within the War 
and Navy Departments for the Resources Protection Board to con- 
tinue as a permanent thing in the industrial field. For some reason 
that fell through. I do not know why. 

Mr. Wiaceieswortn. Was not a pretty good job done during World 
War II? 

Mr. Rostneer. I think a very good job was done. 

Mr. WiacGieswortn. Is not much of this information in question 
readily available right now? 
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Mr. Rostncer. It is; but it is very much out of date. 

Mr. WiaGLeswortu. There are some new products, of course, but 
as to any products we were using then the analysis must be available. 

Mr. Rostncer. That is true. 

Mr. WiacieswortH. And the Defense Department must know 
all about it. 

Mr. Rosincer. But we found during the war that reviews were 
very important, because a product which at one time was of so little 
consequence that not even civilians wanted it might become extremely 
important. 

Mr. Taser. Do not they still use ropes to hang folks? 

Mr. Rostncer. I think so. I do not know that from personal 
experience, 

Mr. Davis. Along that same line, if it is largely a survey thing, 
could not the same thing be accomplished largely on a voluntary 
basis? For instance, could not your State trade associations and 
things of that kind, if they were presented with the proper kind of 
questionnaire, present you with almost the entire information you are 
going out to find, as you call it, as to the constituents and the material 
and so forth? Could not each of those businesses provide you with 
a complete list of all the materials they require? If it is not detailed 
enough, there is going to be some other industry over here that is 
going to have to get behind the product:used in the first instance and 
give you the constituents they need. Cannot you evaluate from that 
kind of thing those materials we need primarily? 

Mr. Rostncer. The staff on this board usually is not going to 
collect information itself from industry. That would be a tremendous 
job and is not necessary. In addition, it would require hundreds of 
people. What we are going to do, and are establishing a liaison to do 
now, is obtain the proper information from the collecting agencies 
like NPA, PAD, and the Atomic Energy Commission. So this very 
small staff will evaluate and occasionally supplement the information 
which has already been collected, and is already being used. 

Mr. Davis. You spoke of 30 people, I believe; did you not? 

Mr. Rostnecer. As the probable maximum. 

Mr. Davis. Along with what Mr. Wigglesworth asked, how long 
do you contemplate keeping more than a mere skeleton staff? Once 
you get the original survey done, a very small number of people could 
handle the thing from there on and keep it up to date; could they not? 

Mr. Rostneer. The survey, as you eall it, is very large, however. 
If you consider how many factors are involved in, say, a tire alone or 
in a drug or in an insecticide or in an airplane, the job is simply ter- 
rific. Then, of course, a product, as I started to say a moment ago, 
which at one time during the war was of no consequence, became 
extremely important and critical. I could give you illustrations where 
within a short period of time, certain products rose from insignificance 
to vital importance to the war effort and thereafter declined sharply 
in significance. For example, dimethylphthalate, for a short period 
played a very decisive role in the Pacific campaign and then was 
largely supplanted by benzyl benzoate, which as late as 1944 had been 
of trifling importance. 
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Mr. Tuomas. Is there anything further? 
Mr. Taser. I have not been into the Office of Field Service; I keine 
not been into the Office of the Secretary; I have not been into the 
Office of International Trade. 


OFFICE oF FIELD SERVICE 


What about this Office of Field Service; how many do you have now? 

Mr. Haywarp. 92. 

Mr. TaBeErR 92 offices? 

Mr. Haywarp. That is correct. 

Mr. Taser. How many employees? 

Mr. Haywarp. Nine hundred and sixteen as of this morning. That 
isin NPA. You probably have a figure there of 500 and something, 
which was in February. 

Mr. Taser. We have one for March, where you hope to get up 
to 1,100, and you have 92 offices. That means 10 people to an 
office. Why is not that enough? 

Mr. Haywarp. At the present time, I do not think it is enough, 
because of the load we have on us, where we are about 2 weeks behind 
in processing construction applications. It may well be as that 
drops off we won’t need so many people on that, but there will be 
additional orders and regulations, I presume, coming out of the 
National Production Authority which will probably require additional 
people. 

I have to say that is our best estimate. It may be we will never 
reach the figure we have shown there for June 30. 


NUMBER OF OFFICES 


Mr. Taner. Would it not almost seem that 10 people to an office 
on an average would be enough? That means that in some of the 
big places you would probably have 25, and in some of the small 
ones you would have 2 or 3. It would seem as if an average of 10 
people to an office would be sufficient. I have seen the list of offices, 
so 1 would have a little judgment on it. I do not know everything 
about such things, but I know a little bit. It would seem that if 
they were working, an average of 10 to an office would be enough. 

Mr. Howarp. I wish it were, but based on our experience in the 
War Production Board that was not true. 

We are trying to operate with quite a few less offices and with 
fewer people than during the War Production Board. I went through 
that from the start to the finish, and as I recall it we had somewhere 
around 4,500 people in the field. We hope that we can operate with 
somewhere around 2,000, but I do not believe we can do it with an 
average of 10 people per office. If it can be done we certainly will 
doit. Ido not want to have any more offices or people than necessary. 

Mr. Tuomas. Mr. Taber, may I interject for one short question? 

Mr. Taser. Surely. 
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POSSIBLE CONSOLIDATION 


Mr. Tuomas. Have you given any consideration to consolidating 
this nucleus office you have now with your Price Control Office and 
your material controls functions and so forth, putting them all in 
one office? You certainly have an ideal set-up for a nucleus to start 
with. 

Mr. Haywarp. I have not given that any consideration, sir, because 
I am not on that policy level. I would not want to make a guess or a 
statement on that unless I knew a little more about how they are 
going to operate. 

Mr. Tuomas. Excuse me, Mr. Taber. 

Mr. Haywarp. I do not know enough about it. 

Mr. Taser. It would hardly seem as if you should have a separate 
office for every single activity. 

I think that is all I have on this field, sir. 

Mr. Wuirren. I have one question, if I might interject, Mr. Taber, 
with respect to personnel. 

PERSONNEL 


I have not heard this with regard to your agency, but I have heard 
it with regard to some others. What are they doing with respect to 
upgrading of employees they are taking from a former status? Are 
they giving them substantially the grade level which they last had, 
or is it true, as it is with some other agencies, that they have given as 
much as a four-grade jump? 

Mr. Haywarp. Congressman, I do not think I have taken a half 
dozen people from any other agency except those who have had re- 
duction-in-force notices. 

Mr. Wuirten. They transfer at the same levels? 

Mr. Haywarp. They transfer at either the same level or the one 
below. I am in the position now of having higher grades dangled in 
front of some of the people we have now, by other agencies. So far I 
have only lost one person through that business, but we are facing 
that. 

Mr. Wuirren. We do not want to penalize anybody; but you are 
holding down and not allowing a big inflation? 

Mr. Haywarp. That is correct. We have been dealing with engi- 
neering societies and other business organizations in recruiting people 
who have been retired. As a matter of fact, the average age of 
people we have brought in since NPA started is well over 50 years. 


RETIRED EMPLOYEES 


Mr. Wurrren. Of course, you know that when you get a man from 
retirement you should not work it out to where he can later turn 
around and draw compensation in addition. 

Mr. Haywarp. We have a number of people who are retired by 
the Government, but we really save money, because they get their 
salaries minus the retirement annuity. 

Mr. Wuirven. It is real patriotism for them to do that. I would 
not raise this question, but we have had several examples where 
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people quit with the navy yard because they were 62 and were eligible 
to retire. They would lay off 1 day and then go back to work on a 
temporary basis and get on social security, and after 18 months they 
would draw from both sources. 

I am not saying that is the average or usual case, but that type of 
exception does not help the other Federal employees. 

Mr. Haywarp. We have very few, but we do have some retired 
civil-service employees. 

Mr. Wuirrten. That is a good field to find good people, where they 
are still able, I am sure. 

Mr. Haywarp. Yes, sir. 

Mr. Caw.ey. Congressman, I would like to submit here a state- 
ment of the Secretary’s policy respecting transfers and promotions. 

Mr. Tuomas. We will insert that in the record at this point. 

(The document is as follows:) 

OcToBER 31, 1950. 
Memorandum 
To: Oliver C. Short 
From: Bernard L. Gladieux 
Subject: Salary Classification Policy 

The Secretary has approved the attached salary-classification policy concerning 
transfers to defense agencies within the Department. Your office must, of course, 
be responsible for assuring careful compliance with its provisions. 

Although the policy permits transfers at not more than a one-grade raise, I 
believe we must take care not to give the impression that any transfer to NPA 
automatically carries with it a one-grade promotion. ‘To the extent possible, 
transfers should be made horizontally and only when outstanding qualifictions 
or incentive considerations are a factor, should the higher classification be auth- 
orized. 

Likewise, though the policy states that promotions of transferees should be 
prohibited within a period of less than 6 months this should not be interpreted to 
to mean that such promotions take place automatically at the end of that period. 
Generally, I believe that the classifications in the higher levels should take place 
at intervals of not less than 1 year. I recognize, however, that in outstanding and 
unusual cases, promotions at the end of 6 months will be warranted. Your 
people, however, should exercise considerable discrimination in their approval of 
short-term promotions. 


OcToBeR 27, 1950. 
Memorandum 

To: The Secretary 

From: Bernard L. Gladieux 
Subject: Salary Classification Policy 

Some disparity is, I believe, inevitable between the salary standards of the 
regular Department and those applying to our new devense activities, particu- 
larly the National Production Authority where there are a large number of 
supergrades, a swift and moving program, and constant pressures. However, 
we should trv to keep any distortion of the Department’s general classification 
standards to a minimum not only in the interests of long-range personnel objec- 
tives but also to avert criticism which will clearly fall upon us from the Congress 
and the Civil Service Commission if the classification grades for jobs in our de- 
fense activities are unreasonably inflated. 

This subject has already been debated in Congress and one result was the 
passage of a measure just before adjournment which specifies that until further 
notice all promotions must be temporary. Congressional committees undoubt- 
edly will continue to give close attention to the matter. Furthermore, it is simply 
not good or efficient management to repeat the experience of World War II with 
respect to the almost uncontrolled raising of personnel classification levels. 
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Accordingly, I recommend that vou approve the adoption of a policy which 
would prohibit the transfer at grade GS-12 or higher of any Government em- 
ployee from within or without the Department to the National Production 
Authority or any other defense agency within the Department at a classification 
in excess of one grade higher than that of the position now or previously occupied 
by such employees. For appointments to positions in grade GS-11 and below 
the limitation could be modified to permit two-grade increases since such pro- 
motions are generally accepted as a matter of common practices. 

Furthermore, as a general policy promotions of such transferees within a period 
of less than 6 months following the transfer should be prohibited. 

The adoption of these policies will put a brake on double and triple grade 
jumps which are not only contrary to good management but which could easily 
become a source of major embarrassment to the Department. 


Bernarp L, Guapieux. 

Mr. Taser. Did the NPA give us that in the statement last night? 

Mr. Tuomas. I do not recall it. 

Mr. Cawley. I do not recall it either. I would like to add further 
that we have made a check on the NPA, and they have adhered 
strictly to this. 

OFFICE OF THE SECRETARY 


Mr. Taser. As to the Office of the Secretary, how can you possibly 
need an increase? You have 100 now. How can you possibly need 
more help than that in the Office of the Secretary, with 261 on your 

regular rolls? 

Mr. Cawtry. Congressman Taber, the 261 on the regular roll of 
the Office of the Sec retary provide in addition to the top direction and 
policy work of the Department certain administrative services for a 
staff of about 1,500 people at the present time on regular rolls. 

Mr. Taper. You have a lot more than that in the Department of 
Commerce. 

Mr. Cawtey. Yes, sir; but we have a centralized service for only 
the immediate Office of the Secretary, Office of Technical Services, 
and Bureau of Foreign and Domestic Commerce. 

Mr. Taser. You mean it takes one person to do the administrative 
services for every five? 

Mr. Cawtey. No; Mr. Taber. 

Mr. Taper. My glory; that is an awful indictment of the office. 

Mr. Cawtey. No; that is not true, Congressman. A portion of this 
staff includes the Secretary, the Under Secretaries, the Assistant Sec- 
retaries, and the top policy and program planning staff of the Depart- 
ment. The other part of it does provide a central administrative 
services. 

Let me give you an example. In the Office of the Secretary on regu- 
lar funds we have approximately 30 people who maintain the account- 
ing records for these approximately 1,500 people I spoke about. Now, 
for the NPA we are providing an addition of 35 people by June 30 to 
provide the accounting services for approximately 6,000 people in 
Washington. 

In the War Production Board on June 30, 1944, with a department 
staff of 9,000 people, they had approximately 135 people engaged in 
that activity. I think that this request for the NPA for accounting 
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services as of June 30, a total of 35 people, which I am sure will prove 
to be inadequate. 
Likewise, we provide a total of 87 people there for the mail, mes- 
senger, duplicating, and switchboard services. 
: Mr. WieGteswortu. Where are they? 
3 Mr. Cawtey. Right now they are in the immediate Office of the 
Secretary. As the NPA gets into its new buildings or new quarters 
we will transfer the bulk of this personnel to them. It is being 
paid for by defense money at the present time. 
Mr. WiGcGLeswortuH. But, as I understand it, you are asking in 
4 addition to the 261 on your regular rolls in the Secretary’s office, 142 
q as of July 1 next? 
; Mr. Cawtey. That is correct, sir. 

Mr. WiGcGLeswortH. Plus 951 in the office of the National Pro- 
duction Administration. 

Mr. Cawtey. Yes. There is no duplication there. We have 
watched that very carefully. 

Mr. WiaGLeswortu. But it adds up to a lot of people. 

Mr. Caw ey. It does, but a large portion of that staff, Congress- 
man, has to do with central routing and issuance in NPA, some 400 
people. 

In the WPB we had 1,800 people on a three-shift basis handling 
just the receipt, sorting, and dispatch of the mail that came into that 
agency. That was something lke 300,000 to 400,000 pieces a week 
which were received, and about 200,000 to 300,000 pieces dispatched 
per week. It took 1,800 people to sort, digest, and route that mail 
in the War Production Board. 

Mr. Wiacieswortn. Aside from your regular force in the Secre- 
tary’s office you are asking about 1,100 people, either in the Secre- 

> _ tary’s office or Mr. Fleischmann’s office. 
! ; Mr. Cawtey. Yes; that is correct. 

4 Congressman, there is another thing I would like to point out. 
The central switchboard in our building, where a great bulk of their 
staff was housed, had on regular funds something like 15 people main- 
taining that switchboard. We had to increase it to 29, and we are 
still adding people, training them to take over what eventually will 


3 , be the largest switchboard in the city, down at the General Accounting 
/ Office Building, when that is installed. 
J 3 Just to give you some statistics quickly on the kind of business 


coming over that switchboard, as an indication of the increased work- 

* load, I would like to point out that for a period of 1 month back in 

> > June there were about 78,000 calls handled on that board. As of 

; . February 10 for 1 month there were 167,000 calls. There is better 
' than a doubling of the amount of work. 


~ 


) 4 Mr. Wiacieswortx. For how many operators do you provide 
1 » here? 

: Mr. Cawtey. We had 15 and have increased them to 29. 
t Mr. Wiae.eswortnu. That will give you about 30? 
1 Mr. Cawtey. Yes, sir; and we will need more than that, I am sure. 
a4 Mr. Wice.eswortu. That is about 85 calls a day for an operator 


on those figures you gave. 
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Mr. Cawtey. Seventy-eight thousand per month. 

Mr. WicGLeswortn. Per month? 

Mr. Cawtey. That is right. But on 167,000—— 

Mr. WicG.LeswortnH. That is 2,600 a day, and for 30 operators it is 
about 85 calls a day. 

Mr. Taser. That is not too heavy a load. is it? 

Mr. Wiacieswortn. It does not sound like it to me. 

Mr. AsHER. Seventy-eight thousand is the figure of last June. The 
new figure is 167,000. 

Mr. Caw.ey. One hundred and sixty-seven thousand. 

Mr. Asner. Which is a current figure, which will increase. 

Mr. Cawtey. Those are the calls placed by the operator. 

Mr. Davis. One hundred and seventy-five ‘calls a day? 

Mr. Cawtey. Congressman, the same thing is true of our mail. 
This central mail room back in September was handling about 165,000 
pieces of all types a week. It is now handling about a half million of 
all types, incoming, outgoing, internal, and so forth. 


WORKWEEK 


Mr. Wice.eswortn. Is this based on a 5-day week, a 41-day 
week, or a 5-day week? 

Mr. Cawtey. As it affects the NPA and judging from the overtime 
requests I have had to approve for operations down there, it is virtually 
on a 6-day basis. 

Mr. WicGLeswortu. They are actually working 6 days? 

Mr. Cawtey. A great bulk of that staff is. 

The duplicating room provides central service for all departments. 
I was told this morning their distribution work has jumped from 1 
million to 5 million pieces of paper a week. We have had to staff 
to cope with that operation. 

Mr. Taser. Do you have electric machines? 

Mr. Caw trey. Yes, sir; we have quite a number of them. We have 
the processing machines. However, we have a central service for 
the entire department in that unit. Since the NPA came on we have 
had to provide them with additional services and have had to add 
staff for that purpose. 

Congressman, this total estimate will reduce, I am satisfied, after 
July 1, as we can transfer these units intact over to the NPA. We 
built up their personnel division for them. That has been com- 
pletely transferred over now and is a part of the NPA, and an estimate 
for that is made in their submission before this committee. 


PERSONNEL 
Mr. WicGLeswortH. You have about 138 people in that personnel 
work? 
Mr. Cawtey. That is their proposal; yes, sir. 
OrricE OF INTERNATIONAL TRADE 


Mr. Taser. Now, let us consider this international trade set-up. 
Why do you need more people that you have now? 
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Mr. Fosrer. We have 48 on board now, with the remainder of 
those in process. 

The workload has been increasing as the NPA has been increasing, 
and the number of orders that they put out controlling materials in 
the United States. You understand that for every NPA action 
controlling a material we are required to take a corresponding action 
with respect to the exports of that material, which means that we 
begin gathering together the export requirement information for that. 
Say it is nonferrous metals, or individual nonferrous metals. 

Mr. Taser. You know what the requirements are on other things; 
so that does not increase your activities. 

Mr. Fosrrer. That is not true, becouse of what our job is. 

Mr. Taser. Do you mean you do not know what the requirements 
are now? 

Mr. Foster. No. Here is my point: We allow exports of these ma- 
terials in conformance to the same type of end use that NPA prescribes 
within the United States. As they change those orders we have to 
review the requirements in terms of the essential end uses that have 
been determined here. It means that this requirements job is not only 
a continuous job with regard to commodities under control but it also 
means that as NPA adds a new commodity under their control we must 
get requirements for those. 

We surely have the background information as to what the demands 
against the United States have been, but the demands are increasing 
from the foreign side; also, the demands are increasing domestically, 
and along with that are coming domestic shortages. 

Our job then becomes one of trying to screen the foreign demands to 
take care of essential end uses by protecting as much of the domestic 
supply as we can for domestic uses. 

As I say, the load is increasing all the time. With 48 people now 
employed, we are behind. 

Mr. WiaG.ieswortn. In other words, if the domestic requirements 
exhaust an increased percentage of the available supply, the amount 
left available for export shows a corresponding decrease? 

Mr. Foster. I would not say that quite that way. The point is 
that it is in the interest of this Government, I think, let us say, 
because of interest in the mutual defense program. There is support 
of basic industries which are supporting the defense programs in 
foreign countries. That makes it necessary that there be a critical 
analysis of supplies available in the United States, to finally arrive at 
a determination as to whether or not the total defense programs will 
be served better by supplying sulfur to the industries of the United 
Kingdom, let us say, than it would be to supply sulfur to some less 
essential use in the United States. That is a continuing process that 
goes on from quarter to quarter. 

Mr. WiaGteswortu. Is that not the function of General Harrison 
and Mr. Fleischmann? 

Mr. Foster. General Harrison’s group have responsibilities for 
allocation to the various claimants. 

Mr. WiaGLteswortu. You represent the foreign claimants? 

Mr. Foster. We represent, along with the ECA—the ECA repre- 
senting ECA countries and we representing non-ECA countries— 
the claimants. We come together before General Harrison’s Board, 
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representing the foreign claimants, in terms of our studies of specific 
end uses for materials that have been asked for. 


CONTROL OVER SHIPMENTS 


Mr. WieGieswortH. Do you have any control whatsoever over 
shipments to ECA countries? 

Mr. Foster. I do not know just what you mean by that “control.”’ 

Mr. WiaGLeswortuH. Speaking of the Department as a whole. 

Mr. Foster. As a matter of fact, yes. There is, of course, the 
export control, which is not a subject of discussion here. 

Mr. WiaGLteswortH. Does the export control apply to you and 
ECA? 

Mr. Foster. Yes, sir. 

Mr. WicGieswortu. Does it apply to military matériel that goes 
to Atlantic Pact countries? 

Mr. Foster. It depends upon how that matériel is supplied. A part 
of that, which is supplied directly by the Army, goes out under a 
general license issued to the Army itself. The matériel supplied to the 
governments for their defense programs are licensed for export. 

Mr. Wiacieswortn, Is this a new set-up? 

Mr. Foster. This is new in the sense that it is placed in a new set 
of requirements and a new type of responsibility, on the Office of 
International Trade, with the establishment of the NPA. 


EMPLOYEES 


Mr. Wiceieswortu. The Office of International Trade has been 
there right along? 

Mr. Foster. Yes. 

Mr. WigGLeswortnu. How big was that? 

Mr. Foster. We are currently 285 people. 

Mr. WiaGieswortu. On your regular rolls? 

Mr. Foster. That is the regular. 

Mr. WiaGLeswortH. You maintain that there is a sufficient in- 
crease in work as a result of the development to add 63 people, at a 
cost of $196,600? 

Mr. Foster. You understand that the Office of International 
Trade has a basic responsibility with regard to foreign-trade statistics. 
That is one case in point. That goes on. 

In the case of an emergency, that work becomes not only important 
to normal uses but becomes important to defense uses. Further than 
that, where we normally work with business, aiding them in their 
business transactions with regard to foreign restrictions on trade and 
all that, as the foreign countries begin to feel the impact of shortages 
and all the more tense international situations they begin to make the 
problem of doing business more difficult. Se, businessmen are 
coming to us still for assistance, but assistance that has a different 
type of implication than the normal work. We are geared, let me 
say, to the changed conditions caused by the international situation 
and our own defense program with our regular people. 
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Mr. WiceLeswortu. Well, it strikes me it is just a shift of em- 
phasis and that you have the whole background of information there. 
If you have been doing the job right in the past it ought to be a 
relatively simple matter to shift the emphasis now. 

Mr. Foster. It is not hardly that simple. When you add a pro- 
gram that is as far-reaching in both its domestic and foreign implica- 
tions as the NPA program, it is quite certain that you are going to 
create many new and specific problems so far as exports are concerned. 
Certainly, when you begin to control the end use of many new com- 
modities in the United States, making it necessary that the export of 
those be controlled, making it necessary that there be some qualitative 
and quantitative study made as to the amount of those commodities 
that are essential to the foreign economies, measuring that along 
with other claimants as to the amount of supply that is available 
in the United States, it means additional work. You cannot escape 
it. 

Mr. WiaeGLeswortu. That is all, Mr. Chairman. 

Mr. Tuomas. Mr. Davis? 


ADDITIONAL WORKLOAD 


Mr. Davis. You speak of additional work. It seems to me that a 
major portion of this will be rather than a total Jover-all increase 
of work simply a shift in the type of work that the employees who 
have been doing the so-called normal things would do. Their work 
would be to a great extent drying up, and that would make them avail- 
able for this new type of work that is being given to this particular 
office. 

Mr. Foster. Well, it has not worked out that way. As a matter 
of fact, the total workload in the office has increased very materially. 
I think a good case to illustrate how that is is that the NPA has 
successively put controls on nonferrous metals. There are many of 
them. Those controls pertain to specific end uses. As those have 
been established it has been necessary for us to take steps to make 
sure that the same essential end uses, the same measurements of 
essential end uses, is applied to foreign requirements, and the mate- 
rials essential are supplied, but it is also important that those which 
are not essential be cut out. It is a case of trying to conserve materials 
in which we have a short supply. 

In placing this function in the Office of International Trade, it 
was that alternative of taking a going organization, adding these 
functions and adding sufficient people to take care of the complete 
job, or establishing new organizations. 

During the war we had to form the Foreign Economic Administra- 
tion, as you know. I worked in the Foreign Economic Administration 
from 1943 on, on this requirements work. 

Mr. Davis. I believe that is all. 

Mr. Tuomas. Thark you, gentlemen, very much. You have been 
very helpful and we greatly appreciate your coming over. 

Mr. Cawtry. Thank you, Mr. Chairman. 
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Tuurspay, Marca 8, 1951. 


DEPARTMENT OF THE INTERIOR 


WITNESSES 
DEPARTMENTAL: 


VERNON D. NORTHROP, ADMINISTRATIVE ASSISTANT SECRE- 
TARY 
ALFRED C. WOLF, EXECUTIVE ASSISTANT TO THE SECRETARY 
O. W. DAVENPORT, BUDGET EXAMINER 
DEFENSE SOLID FUELS ADMINISTRATION: 
CHARLES W. CONNER, ADMINISTRATOR 
G. DON SULLIVAN, SPECIAL ASSISTANT TO THE ADMINIS- 
TRATOR 
A. C. FIELDNER, CHIEF, FUELS AND EXPLOSIVES DIVISION, 
BUREAU OF MINES 
L. W. SMITH, EXECUTIVE OFFICER 
ALBERT D. NEMECEK, BUDGET AND FISCAL OFFICER 
DEFENSE ELECTRIC POWER ADMINISTRATION: 
FRANCIS A. KOLB, SPECIAL ASSISTANT TO THE ADMINISTRATOR 
FRED W. BOLEN, CHIEF, DIVISION OF ADMINISTRATION 
CHARLES F. WINTER, BUDGET AND FISCAL OFFICER 
DEFENSE FISHERIES ADMINISTRATION: |. 
MILTON C. JAMES, ASSISTANT DIRECTOR 
FRED F. JOHNSON, PROGRAM DIRECTOR 
HAROLD T. SMITHER, ASSISTANT CHIEF, BRANCH OF BUDGET 
AND ADMINISTRATIVE MANAGEMENT 
DEFENSE MINERALS ADMINISTRATION: 
JAMES BOYD, ADMINISTRATOR 
L. B. MOON, CHIEF, MINERALS DIVISION, BUREAU OF MINES 
H. M. BANNERMAN, ASSISTANT CHIEF GEOLOGIST, GEOLOGI - 
CAL SURVEY 


W. E. RICE, CHIEF, ADMINISTRATIVE DIVISION, BUREAU OF 
MINES 


KENFIELD BAILEY, CHIEF, BUDGET AND FINANCE BRANCH, 
BUREAU OF MINES 
PETROLEUM ADMINISTRATION FOR DEFENSE: 
BRUCE K. BROWN, DEPUTY ADMINISTRATOR 
FRANK WATTS, DIRECTOR, MATERIALS DIVISION 
WILLIAM F. LITTLEJOHN, ADMINISTRATIVE OFFICER 
NORWYN W. WILSON, BUDGET AND FINANCE OFFICER 
OFFICE OF THE SECRETARY: 
ALFRED C. WOLF, EXECUTIVE ASSISTANT TO THE SECRETARY 
DALE ROTHROCK, BUDGET AND FINANCE OFFICER 


Mr. Cannon. We will take up the appropriation for the Depart- 


ment of the Interior. Mr. Northrop, the Administrative Assistant 
Secretary, is here. I will ask him for a statement. 


GENERAL STATEMENT 


Mr. Norrurop. Yes, Mr. Chairman. I have a very short general 
statement. If you care to, I can read it, or brief the remarks.+ 


Mr. Cannon. We will put it in the record as is, and you may discuss 
it generally, if you will. 
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(The statement is as follows:) 


STATEMENT BY VERNON D. Norrurop, ADMINISTRATIVE AssIsTANT SECRETARY, 


DEPARTMENT OF THE INTERIOR, BEFORE THE HousE COMMITTEE ON APPRO- 
PRIATIONS 


Under the provisions of the Defense Production Act, five primary areas of 
defense production responsibilities have been delegated to the Secretary of the 
Interior. These areas are petroleum and natural gas, electric power, fisheries, 
minerals, and solid fuels. The defense production responsibilities in these five 
areas are closely related to the mineral and electric power activities of the Depart- 
ment. Accordingly, the organization of defense production responsibilities in 
these areas is based upon full utilization of existing facilities and staff of the 
Department of the Interior. Within the Department, experienced technical and 
administrative personnel are available, relations with the industries have been 
well established, and operations of the defense production functions can be planned 
to capitalize on the knowledge and experience of dealing with the problems, 
personnel, and potential of the industries. However, there are numerous special 
problems related to the exercise of defense production authority which require 
expert handling by qualified personnel who must be recruited directly from the 
industries involved. 

The Secretary has established five defense administrations to carry out his 
responsibilities in these five resource fields. These agencies are: Defense Electric 
Power Administration, Defense Fisheries Administration, Defense Minerals 
Administration, Defense Solid Fuels Administration, and Petroleum Adminis- 
tration for Defense. 

Separate administrations were created rather than establishing subordinate 
units in existing bureaus of the Department for two reasons: 

1. It was considered necessary and desirable that top policy decisions be 
made independently of regular governmental operations so that the industries 
involved could be represented and could participate in the making of de- 
cisions. 

2. Each defense administration must have sufficient autonomy to enable 
it to take expeditious and final action on many of the special problems facing 

_ the industry under the defense production program. 

Careful attention has been given to gearing the day-to-day operations of the 
five defense administrations with the work of the bureaus and offices of the Depart- 
ment. These working relationships vary from one defense administration to 
another in view of the commodities and industries involved. In general, they have 
contributed substantially to reducing costs and improving effectiveness of orera- 
tions. For examrle, the staff of the Bureau of Mines, with some expansion, is 
performing the information, economic analysis, legal, and administrative work 
for the Defense Minerals Administration. The field offices of the Bureau of 
Mines and the Geological Survey are serving as the field offices of the Defense 
Minerals Administration. The technical personnel of the Bureau of Mines and 
the Geological Survey both in Washington and the field supplement the technical 
staff of the Defense Minerals Administration. The estimates for June 30, 1951, 
indicate that out of the total of 310 persons required for Defense Minerals work, 
111 will be in the Bureau of Mines, and 65 in the Geological Survey. Similar 
arrangements exist in the relationships between Defense Fisheries Administration 
and the Fish and Wildlife Service. 

The Defense Solid Fuels Administration and the Petroleum Administration for 
Defense provide their own administrative and legal staffs, but substantial reliance 
has been placed upon the Bureau of Mines and the Geological Survey for technical 
assistance. The estimates for June 30, 1951, indicate that approximately 10 
percent of the total personnel for Petroleum Administration for Defense and 40 
percent for Defense Solid Fuels Administration will fall in this category. The 
program of the Defense Electric Power Administration does not contemplate 
direct utilization of regular personnel in the electric power agencies. However, 
many members of their staff have been secured by transfer from these agencies. 
The Department has provided arrangements to facilitate the rapid and smooth 
transfer of experienced technical and administrative personnel to all defense 
production activities. These transfers have been encouraged by departmental 
policies and have contributed materially to the effectiveness of the Department’s 
performance of its defense production responsibilities. 

Within the Office of the Secretary, full utilization has been made of the regular 
staff units for the performance of budget, finance, personnel, management research, 
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property, information, legal, security, and administrative services activities for 
the defense production program. Slight additions have been made in existing 
staffs where the workload required it. A total of 27 employees is estimated to 
be required as of June 30, as additions to eight regular staff units. To supplement 
these regular staff units in the Office of the Secretary, the position of Executive 
Assistant to the Secretary has been created. The Executive Assistant and a 
small staff, the Defense Production Staff, provide the immediate staff assistance 
to the Secretary in carrying out his defense production responsibilities which he 
has not delegated and in coordinating the defense production activities within 
the Department and with other defense agencies. This added staff assistance is 
required to handle the volume and types of activities in the expanding defense 
workload which cannot be performed by the regular staff units. 

Mr. Norrurop. The Department of Interior has been assigned 
five general areas of defense production responsibility. These cover 
petroleum and natural gas, electric power, fisheries, minerals, and 
solid fuels. 

These activities were assigned to the Department of the Interior 
primarily because the Department has a large number of technical 
and administrative staff who regularly work in these areas and, there- 
fore, provide a fundamental base upon which personnel can be drawn 
to assist in carrying out these activities. 

The Secretary has organized these five activities under five separate 
defense administrations. These are the Defense Electric Power 
Administration, the Defense Fisheries Administration, the Defense 
Minerals Administration, the Defense Solid Fuels Administration, 
and the Petroleum Administration for Defense. 

These separate administrations were created, instead of just sub- 
ordinate units in the existing bureaus, because it was considered neces- 
sary and desirable that top policy decisions be independent of the 
regular governmental operations, so that industries could participate 
in making the decisions and so that each defense administration would 
have sufficient autonomy to enable it to take action on many special 
problems facing the industry under the defense program. 

Attention has been given to gearing the operations of these five 
defense administrations with the work of the bureaus and offices of 
the Department. These working relationships vary from one to 
another, in view of the commodities and industries involved, but in 
general they contribute to reduced cost and improved effectiveness. 

For instance, the Bureau of Mines, the Geological Survey, the Fish 
and Wildlife Service, and the Office of the Secretary provide very 
many technical and ‘administrative services to facilitate the opera- 
tion of these defense agencies. 

In the case of the Defense Minerals Administration, the Bureau of 
Mines and the Geological Survey provide nearly half of all the services 
rendered by that agency through their technical and administrative 
personnel. 

To a somewhat smaller degree the same arrangement is handled 
with the Defense Solid Fuels Administration and the Defense Pe- 
troleum Administration, wherein the Bureau of Mines and the Geo- 
logical Survey provide technical services in the examination of the 
applications and the examination of areas that could provide for ex- 
pansion. 

In the case of the Defense Electric Power Administration, quite a 
number of their personnel have been recruited from our electric-power 
agencies. 
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The Defense Fisheries Administration is set up on a nominal basis, 
and much of the technical service is provided by the Fish and Wildlife 
Service. 

In addition to those areas, the Office of the Secretary provides 
general staff services for all the defense agencies, including legal serv- 
ice, information service, and the usual administrative management 
services. 

In addition, we have a new Office of the Executive Assistant to the 
Secretary, that provides the liaison and coordinating responsibility 
that the Secretary must exercise to be sure that the work of all five 
agencies is kept consistent, and their relationship with other defense 
agencies is handled in an appropriate manner. 

Mr. Chairman, we have the administrators of the defense agencies 
here today, except the Administrator of the Electric Power Adminis- 
tration who had to be in Georgia today. His special assistant, Mr. 
Cobb, is representing him. 

Mr. Cannon. Mr. Cobb, have you anything to add? 

Mr. Coss. I have no prepared statement, Mr. Chairman. 

Mr. Cannon. Mr. Wolf, do you care to make any additional state- 
ment at this time? 

Mr. Wo tr. I have no general statement to make. I am ready to 
answer questions which you may have in mind. 







RELATION OF DEFENSE FUNCTIONS TO SECRETARY OF INTERIOR 





















Mr. Cannon. Well, we have a new relationship here, Mr. Wolf. 








3 What is the relationship between the Secretary of the Interior and 
: the defense functions of the Department? 

1 Mr. Wo tr. The defense agencies of the Department? 

l Mr. Cannon. The defense functions or activities; yes. 

Mr. Wotr. The Secretary has organized these responsibilities in 
such a fashion as to assure that the administrators who are under 
f his jurisdiction are given the widest degree of flexibility in doing their 
y jobs. His intention is reflected in the series of orders which have been 
2 3 issued by him establishing these agencies. 

i q There is, as you know, one order setting up the Petroleum Adminis- 
h 7 tration for Defense, and within the past few days he has implemented 
y 4 an earlier order setting up the other four agencies by a new one, again 
- 4 delegating to the four administrators, in addition to the Deputy 
3 Petroleum Administrator, certain duties. 
f 4 
S E PREVIOUS WORK 
“ : 
a Mr. Cannon. Were there similar activities and relationships in 
d 3 the last war, or is this something new? 
2 3 Mr. Wotr. During the last war, sir, the Secretary had under his 
* . jurisdiction only petroleum, solid fuels, and fisheries. I would say 
e 4 offhand that the delegations approximate those which existed in the 
c- 3 last war. 
1 AUTHORITY 
- Mr. Cannon. The heads of these defense bureaus report directly 


to the Secretary himself? 
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Mr. Wotr. Yes, sir; without any intermediary. They report 

directly to the Secretary. 
Mr. Cannon. He is the head and in charge of the entire activity? 
Mr. Wo tr. Yes, sir. 





TRANSFER OF ACTIVITIES 


Mr. Cannon. What regular activities of the Department have 
transferred to the defense organizations? 

Mr. Wo r. I believe, sir, Mr. Northrop might be able to answer 
that more appropriately than I. 

Mr. Norrurop. The major way in which the regular activities have 
supported the defense effort, Mr. Chairman, is by making personnel 
available in many instances and in providing those services which 
our regular facilities are able to handle for the defense areas. That 
has been very extensive in three of the bureaus, as I mentioned, the 
Bureau of Mines, the Geological Survey, and the Fish and Wildlife 
Service. 

Much of the technical work here in Washington for the defense 
agencies in the mineral field is done by either the Bureau of Mines 
or the Geological Survey. In addition, all the field work for the 
Defense Minerals Administration at this time is done by these agencies. 
All original applications for loans or tax amortization originally go 
to the field offices of the Bureau of Mines and to the extent possible 
examinations are made in the field. This is contributing very largely 
to the effectiveness of processing those applications up to the central 
office. 

Mr. Cannon. In view of the transfer of functions and the increased 
emphasis placed on some by this new defense setup is it possible that 
you can, to some extent, reduce and curtail the regular activities 
of the Department during this emergency? 

Mr. Norrurop. In the areas I have mentioned there is, of course, 
the possibility of examining the extent to which other activities are 
carried on, whether or not the state of emergency would warrant any 
cut-back. 

However, in the case of the Geological Survey and the Bureau of 
Mines it really is reversed. The things that they normally do are 
basic to the additional things that must be done by or for the defense 
agencies. If the Geological Survey or the Bureau of Mines were 
appraising a mineral deposit under their normal operations they would 
appraise it on an areal basis and determine its nature and extent. 
Largely in the defense field they have to relate that kind of information 
to the specifics of the minerals under a given company. That takes 
a further type of analysis. Actually, they can make that kind of 
analysis much more simply if they have had the basic data already 
prepared. 

It would be unfortunate to have that basic data stopped, because 
it is necessary as background for the more detailed information that 
they have to provide for the defense purposes. 

Mr. Cannon. In transferring some of these functions to the defense 
bureaus are you transferring personnel also, and equipment? 

Mr. Norturop. Yes, Mr. Chairman. 

Mr. Cannon. Space? 

Mr. Norrnror. We are having a very difficult time with the space 
problem, as any of the administrators will tell you. All of the space 
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that is currently being used by these defense agencies, which is far 
from sufficient, has been obtained by adjusting « our other activities. 
We have not received 1 square foot of space in Washington to handle 
these defense functions. Currently there are approximately 500 
people who are being provided for through adjustment of space. 
It has been a terrific job. 

Mr. Cannon. You have had no additional space at all? 

Mr. Norturop. Not a square foot. 

Mr. Cannon. All these matters are being transacted in the original 
department? 
Mr. Norruror. That is right; by adjustment in our facilities. 


Meruop oF HAanpDLING AMORTIZATIONS 


Mr. Cannon. Tell us something about your modus operandi, 
Mr. Wolf, the part that the agencies play in the administering of the 
amortization provisions of the act, for example. 

Mr. Wo xr. Some or many of the specific questions in connection 
with the financial assistance program can be answered more appro- 
priately by the agencies. 

Generally, starting off on the procedural point of view, the applica- 
tions for accelerated tax amortization are referred to the Office of the 
Secretary by the agency which receives them initially, which is now 
the Defense Production Administration. In other words, all business- 
men who desire accelerated amortization submit their applications to 
the Defense Production Administration which in turn refers the ap- 
plications to the Office of the Secretary. From that point on they 
are registered and then sent out to the Defense Administration under 
whose jurisdiction they fall. 

For example, applications from mining people are sent down to 
Dr. Boyd’s organization. Similarly applications in the other fields 
are sent to Solid Fue ls, Electric Power and the other agencies. 

Until recently the applications were processed in the defense agen- 
cies; then submitted to the Secretary with a recommendation con- 
cerning the action; and finally submitted by the Secretary to the 
Defense Production Administrator. 

Under the regulation which has been issued by the Defense Pro- 
duction Administrator the Secretary of the Interior and other dele- 
gated agencies such as the Secretary of Commerce, Defense Trans- 
portation Administrator, and so on, recommend the percentage which 
should be granted in these cases. The Defense Production Adminis- 
trator makes the final decision. 

Of course, these applications are just one category of several 
categories of financial assistance which are available to businessmen 
in carrying on the defense production program. 


STANDARDS USED 


Mr. Cannon. What standards have been set up in the granting of 
certificates of necessity? What requirements must they meet? 

Mr. Wo xr. There -are some very broad standards which were 
promulgated originally by the National Security Resources Board, 
which until January had the responsibility Ge neral Harrison now has. 

Mr. Cannon. General Harrison has just taken over that activity 
without much change in routine or in personnel? 
80820—51—pt. 1——11 
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Mr. Wo tr. It is my understanding that General Harrison has taken 
over the business expansion office of the NSRB as a group, and it is 
now functioning as a part of his organization. The standards which 
were promulgated by the NSRB were quite broad and made available 
to all the agencies. In the Department of the Interior the Secretary 
has not enunciated a finer degree of policy or criteria, because he has 
felt and has expressed himself as feeling that perhaps what is needed 
is a more specific statement of guiding principles. 

Mr. Cannon. The thing is still in the formative stage, is it? You 
have not yet crystallized the routine definitely? 

Mr. Wo tr. That is correct, and within the past day and a half the 
Secretary has received from General Harrison a more specific state- 
ment. It is in the process of being reviewed. 

Mr. Cannon. Who has the last word on this, who makes the ulti- 
mate decision on the granting of acertificate of necessity, the Secretary, 
General Harrison, or someone in between? 

Mr. Wotr. General Harrison. 

Mr. Cannon. He passes on it finally? 

Mr. Wotr. He makes the final determination; yes, sir. 

Mr. Cannon. Do you have any system of review which provides 
for coordination and uniformity? 

Mr. Wolf. Until the past few days the procedure within the Depart- 
ment, with the exception of the Petroleum Administration for Defense, 
was for the cases in which recommendations were being prepared to be 
submitted to the Secretary. Under this procedure the members of 
his staff attempted to review these cases for the Secretary. 


ACCELERATED AMORTIZATION 


Mr. Cannon. On accelerated amortization have you reached some 
agreement? 

Mr. Wotr. Agreement as to how it should be handled? 

Mr. Cannon. Yes; the course to be followed. 

Mr. Wour. Well, as I say, the final policy which the Secretary 
would like to see followed has not yet been put down in black and white. 

Mr. Cannon. That is still in the formative stage? 

Mr. Wo tr. That is right, and it is dependent upon the recent docu- 
ment which we have received from General Harrison. 

Mr. Cannon. Then General Harrison’s document makes it probable 
that this matter will be finally adjusted within the next few days? 

Mr. Wo xr. We hope it will be, and if the Secretary feels that he is 
in agreement with it the recent arrangement whereby the agencies of 
the Department can submit these cases directly to General Harrison 
will be expedited. In other words, the cases which are now pending, 
we assume, can move more rapidly. 


APPLICATIONS FOR LOANS 


Mr. Cannon. You are already in receipt of applications for loans? 

Mr. Wotr. Yes. 

Mr. Cannon. How long have you been receiving applications for 
loans? 

Mr. Wo.r. We have been receiving applications for loans for a 
considerable period. I have very little information available about 
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the number of loans which are pending in the agencies of the Depart- 
ment. The specific information I have available is in over-all fashion 
relative to amortization. 

Mr. Cannon. What type of industries are making applications 
for loans or for the guaranty of loans? 

Mr. Wo tr. I believe that they fall principally in the minerals area 
and in the petroleum area. Perhaps Dr. Boyd or Mr. Brown 
might be able to answer that question correctly. 

Mr. Brown. Petroleum has had very few requests for loans. 
Dr. Boyd has had a great many requests for loans. 

Mr. Cannon. Dr. Boyd, tell us something about that. 

Dr. Boyp. We have at the moment before us about 890 requests 
for loans, tax amortization certificates, and production contracts. 
The great bulk of the loans have been for exploration funds in the 
mining industry, but none of those have we acted on. We have 
planned, as you may know to do it more generally, and do it more 
carefully. 

Mr. Cannon. In the processing of these applications for loans, if 
they comply with certain requirements do they get the loans or do 
you consider each application on its merit, and do you require an audit 
which consumes time? How long does it take to process one of these 
applications? 

Dr. Boyp. Out of the many we have received, we have not certified 
any loan at all, Mr. Chairman. We feel that in the case of the large 
loans we must make a very thorough examination of them, to show 
that they can comply with the requirements of the loan and be in a 
position to repay those loans, so we do require a field examination, and 
the field staff is making examinations now in preparation for processing 
the applications that we have before us. 

Mr. Cannon. If the applicants comply with the requirements, if 
they are solvent, the loans are granted, you expect the loans to be 
granted? 

Dr. Boyp. Yes, sir. 

Mr. Cannon. You have no limitations as to the amounts of them? 

Dr. Boyp. The amount depends upon the individual case. 

Mr. Cannon. There is no statutory or administrative limitation? 

Dr. Boyp. That is right, it would be a financial limitation. 

Mr. Brown. If I may proceed, Mr. Chairman. 

Mr. Cannon. Yes. 

Mr. Brown. We have had very few loan requests in the oil busi- 
ness. We have had a number of requests for certificates, and we 
have processed 28 of them, $104,000,000 worth. 

We have a policy which the Secretary did approve, and we are 
proceeding in accordance with the policy that was discussed and 
agreed to by General Harrison’s office. Some of the requests that 
we have had for loans have been from people who want to look for 
oil in the ground. There is only 1 chance in 10 of finding it, and we 
do not feel we want to put Uncle Sam’s money in that. 

Mr. Cannon. What sort of data do you require, from what source, 
and under what authority when an application is made do you proceed 
to process it? 

Mr. Brown. I think, fundamentally, the thing is determined by 
the delegating agency which is supposed to know the industry, 
whether it is true that more capacity is needed for the mobilization 
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period and, secondly, whether the capacity is only needed for the 
mobilization period, and might be excess otherwise; because unless 
those two standards can be met, there would be no justification for 
granting a certificate. 

Mr. Cannon. They come to you for these loans as a last resort? 
They have previously made applications as a rule and have been re- 
rejected? 

Mr. Brown. Yes, sir; as provided in the law. 

Mr. Cannon. You loan these funds only in cases where funds are 
available from no other source? 

Mr. Brown. Yes, sir; that is what the law says. 

Mr. Cannon. In paying a premium price for commodities essential 
to national defense what is your routine there, and under what cir- 
cumstances do you pay a premium, how is the amount of the premium 
established? 

Mr. Norrurop. Mr. Chairman, I think the major places in our area 
in which a premium price has been a matter of direct concern is in 
minerals, and I believe again there that Dr. Boyd could give the 
best answer on that. 

Mr. Cannon. Yes, Dr. Boyd. 

Dr. Boyp. | think first we must know how much of each mineral we 
need. That will depend a lot on the requirements of the military and 
other defense-supporting activities. We first determine how far we 
should go in paying a price above the current market price for those 
materials, so that at the moment we have to evaluate our program, and 
we have not yet received the final figures on the military program 
which will come in some time this month. 

We have been gathering formal statements from industries on the 
possibility of expanding production in each of the commodity areas. 


We have 87 minerals included in this field, which is a big job of analy- 
sis. In some cases we know that we have to expand everything we 
possibly can, such as tungsten, and manganese. 

Mr. Cannon. Up to this time you have had no actual instances in 
which you have paid a premium price? 


MANGANESE 


Dr. Boyp. Yes, sir. We have let one contract on manganese which 
requires a price higher than the current market price for manganese. 

Mr. Cannon. Could that statement be in the record? 

Dr. Boyp. Yes, I think so. 

Mr. Cannon. It is a matter of general knowledge? 

Dr. Boyp. Yes, sir, it is a matter of general knowledge. 

Mr. Cannon. In that particular instance from what source was 
the manganese produced? 

Dr. Boyp. It is a development contract, Mr. Chairman. We have 
entered into a contract with a company to open up a mine in Nevada 
for the production of manganese, and they have a procurement con- 
tract which would pay them a price above the current price. 

Mr. Cannon. The contract is not yet in operation, and the material 
has not yet been delivered? 

Dr. Boyp. The contract is in force, and the plant is being con- 
structed, but no material has been delivered. 
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Mr. Cannon. Do you anticipate a considerable number of such 
contracts, or do you think that it will be an isolated case? 

Dr. Boyp. I think that there will be a considerable number of 
such contracts, Mr. Chairman, because in this field we are dealing 
with materials coming largely from abroad, and in order to establish 
some sort of security for ourselves we will develop the domestic pro- 
duction of these minerals. 

Mr. Cannon. The amount of the program is a matter of negotia- 
tion? 

Dr. Boyp. That is correct. 

Mr. Cannon. On entering into the contract? 

Dr. Boyp. That is right. 

Mr. Cannon. In this particular instance to which you refer 
is the premium you agreed to pay above the market price? 

Dr. Boyp. I am sorry, Mr. Chairman, I could not tell you any 
specific instance.’ It involves the price of delivering about 700,000 
tons of manganese over a period of 10 years. I could submit it for the 
record. 

(The matter referred to is as follows:) 


, What 


The manganese contract under the stockpiling program provides for a price of 
$1.50 per long-ton unit. The market price is approximately $0.80 per long-ton 
unit. The total contract price is $41,250,000. 

Mr. Cannon. What would be the consideration on which you 
would base the decision as to the amount of premium paid? 

Dr. Boyp. One consideration would be an estimate of the cost of 
production. It really becomes more or less a cost-plus a fixed fee 
contract. 

Mr. Cannon. You expect a number of these loans, you say. What 
would be the total amount of money that would be necessary to meet 
such requirements for the remainder of this fiscal year? How much 
money will you need to finish out this year? 

Dr. Boyp. For premiums? 

Mr. Cannon. For loans and for premiums, 


























EXPLORATION 





Dr. Boyp. The greatest area for our loan activities will be in the 
exploration field, and we are expecting them to cost about $10,000,000 
for the balance of the fiscal year. 

Mr. Cannon. You will need $10,000,000 to finish out this year? 

Dr. Boyp. Yes, sir; that is right. 

Mr. Cannon. That is for loans? 

Dr. Boyp. Yes, sir, that is for loans, for exploration only. 

Mr. Cannon. What will you require for premium payments? 

Dr. Boyp. We see no premium payments in the picture at the 
moment that will be charged against this program. 

Mr. Tuomas. What about the $300,000,000 here, Mr. Chairman? 

Dr. Boyp. You mentioned that $300,000,000 figure, Mr. Thomas, 
but I do not remember it. 

Mr. Tuomas. This is a part of the funds that go to the President 
to the tune of $1,000,000,000 under the authority heretofore granted 
by the Congress. This is $1,000,000,000 to implement that $600,000,- 
000 already received, and your Department over there, the Depart- 
ment of the Interior is going to get $300,000,000. 
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Dr. Boyp. I think that most of this would be in the nature of 
contingent commitments. 


DEFENSE MINERALS ADMINISTRATION 


LOAN PROGRAM 


Mr. Cannon. Defense Minerals Administration, Falconbridge loan 
for establishment of nickel refinery in Canada or United States to 
refine Canadian nickel, $65,000,000. Copper Range Co. and Calu- 
ment and Hacla loans, for $75,000,000 and $15,000,000, respectively, 
for copper expansion, and then you have $165,950,000 here for anti- 
mony production loans, chromite production loans, fluorspar produc- 
tion loans, iron ore production loans, manganese production loans, and 
additional nickel production loans. These are all within the conti- 
nental United States? 

Dr. Boyp. Most of them are, yes, sir. These are not premium 
payments, these are loans for production. 

Mr. Tuomas. What is the difference? 

Dr. Boyp. My impression of what the chairman was asking is how 
much we required for premiums on materials in excess of the current 
market price. 

Mr. Tuoomas. You have one item in here for exploration, $10,000,000. 
How are you going to separate a premium payment from a loan? 

Dr. Boyp. We ie attempted in every way possible, and so far 
have been successful in getting private money into this picture by 
means of a contingent contract which would not be in excess of the 
current market price, of a sufficient length of time to assure that a man 
that has the money would enter into that kind of a contract. 

Mr. Tuomas. This is $165,950,000 here for 10 or 11 items. It isa 
production loan, whereby in truth and in fact you are paying a premium 
to go in there and get those marginal minerals out. 

Dr. Boyp. Take the White Pine Copper Co. you mentioned, and 
in that case the company is not large enough to finance their own 
operations. What we would do would be to recommend a loan for 
them to build the facilities. 

Mr. Tuomas. It is a development loan, then. 

Dr. Boyp. That is right, it is a development loan, to be returned 
at the current price. 

Mr. Tuomas. At what interest rate, and over what period? 

Dr. Boyp. It has not been negotiated; we are examining that 
property now. 

Mr. Tuomas. Excuse me, Mr. Chairman. This all adds up to 
$300,000,000. 

Mr. Cannon. Mr. Whitten. 

Mr. WuirteNn. You state, then, as to these advances that you are 
making that they will be repaid to the Government. Earlier when 
talking to General Harrison he was talking about having to make 
certain advances, and then he had to look to somebody else to secure 
repayment. Are you sure in your contracts that is charged against 
the amount of the various ores, or whatever it is you are trying to 
produce, that the amount originally advanced will be charged against 
those commodities, or are you just looking for your security to the 
plant itself, the plant that you have enlarged? 

Dr. Boyp. The security will be the plant itself. 
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Mr. Wuirten. I think to say that these will be repaid is not neces- 
sarily true, unless you make reductions in the amounts you pay for the 
production of those plants. 

Dr. Boyp. If a company enters into an expansion contract and you 
advance them $10,000,000 for the production 

Mr. WuitTeEN (interposing). You said that they would repay it. 
I was looking to see on what basis it will be repaid. 

Dr. Boyp. Out of the production of copper from that particular 
mine. 

Mr. Wuirren. Your contract, then, provides that you can retain 
for the loans that you make to them sufficient amounts from the 
product to amortize the amount of your loan? 

Dr. Boyp. No. 

Mr. Wuirren. Where do you get your money? 

Dr. Boyp. We expect these things will continue to supply copper to 
the market. 

Mr. Warrren. All you have done is say you expect to get your 
money back. It is not provided in the contract. You lend these 
various items, $165,000,000, or say you lend $25,000,000 to one of these 
plants for the purpose of expanding the plant. Do you secure your 
loan by taking part of the product of his plant over a period of 
time at an advanced price? Are you going to pay him for each unit 
he produces at the contract price until he gets the money to pay you 
the $25,000,000 you have loaned him? Do you have any security for 
that money, or is that something that he shall pay back to you over 
a period of years out of the product he delivers to you? You said it 
would be repaid. I want to know. 

Dr. Boyp. The contract is usually at the market price. We do 
not expect the Government will have to pay an overcharge on any 
of that product. He will repay the loan from profits made on the sale 
of his product on the open market. 

Mr. Wuirren. You say he will. Does your written contract pro- 
vide for such amortization, or are you just hopeful that you can work 
out such an arrangement in the future? 

Dr. Boyp. No, the contract will provide for advancing him money 
to complete his plant, against the product which we feel is there. 
If the market does not materialize the Government would have to 
pick it up. 

Mr. Wuirren. In other words, you have just his promise to pay? 

Dr. Boyp. Yes. 

Mr. Wuirren. Depending upon what he gets 

Dr. Boyp. Yes. 

Mr. Wuirren. So what you are depending upon is that he can 
manufacture, discover and process whatever it is he is after? 

Dr. Boyp. We would not grant a loan unless he showed that the 
reserve is there, upon which to base production. 

Mr. Tuomas. How did you arrive at this $10,000,000 figure on 
exploration? 

Dr. Boyp. Only by experience. 

Mr. Tuomas. How do you break down that figure of $10,000,000? 

Dr. Boyp. By commodity? 

Mr. Tuomas. Yes. 

Dr. Boyp. We were unable to do that. We have had experience 
in the exploration phase of the program as a result of a plan which 
was carried on the last year of the war. We know from experience. 
Mr. Tuomas. What items will this $10,000,000 cover? 
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Dr. Boyp. It will cover all the strategic materials that have any 
chance of being discovered in this country. 

Mr. Tuomas. Are you ready to use this $10,000,000 now? Do 
you have contracts ready? 

Dr. Boyp. The application and reporting forms are being approved 
by the Bureau of the Budget now, and we have regulations and 
contract forms presented for approval now. 

Mr. Tuomas. This is about as close an approximation to a 
blank check as I have ever seen, these items totalling about $342,- 
000,000. 

Dr. Boyp. I could not specify them at the moment. 

Mr. Tuomas. You are not ready for any of this $342,000,000, then, 
are you? 

Dr. Boyp. Not immediately, no, sir, but it will materialize very 
rapidly. 

Mr. Tuomas. Of course, if you want the money when you need it, 
that is something else. 

Dr. Boyp. That is right. 

Mr. Tuomas. Is it possible to give the committee a detailed break- 
down of this $342,000,000? 

Dr. Boyp. I have not seen that particular figure. 

Mr. Tuomas. This is going to be spent under your jurisdiction, the 
whole $342,000,000, even though this comes out of General Harrison’s 
set up. 

Dr. Boyp. Much of these sums are contingent liabilities, where 
the contract has been let at the market price. If the price or if the 
market should fall below the production rate and there is a surplus 
the Government would be required to purchase the material. 

Mr. Tuomas. Is that your contingent liability? 

Dr. Boyp. Yes, contingent liability. 

Mr. Tuomas. But the other page is the direct liability where you 
are going to spend funds. The contingent liability comes out of the 
$3,000,000,000 in the stockpiling fund. This is a fresh $1,000,000,000 
here, and your part is that $342,000,000, and what we want is a break- 
down of it. 

Dr. Boyp. I can give you a more detailed breakdown of this, Mr. 
Thomas. 

Mr. Tuomas. I wonder if you will submit to the committee a 
breakdown by names and amounts and some explanation of your 
contract price, and so forth. 

Dr. Boyp. For example, in the case of chromite, for instance. 

Mr. Tuomas. Yes. 

(The matter referred to appears on pp. 256 et seq.) 

Mr. Tuomas. I have no further questions, Mr. Chairman. 

Mr. Cannon. Mr. Whitten. 


TAX AMORTIZATION BENEFITS 


Mr. Wuirren. In listening to your statement there with regard to 
your loans, a big part of this loan under the act, one of the chief things 
you have to offer is quick amortization. What benefits can you offer 
them with reference to the tax laws, with regard to income from these 
activities, anything? 

Dr. Boyp. The rapid tax amortization feature is the only thing I 
know of. 
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Mr. Wuirren. What protection do you carry in your organization 
that keeps you from being unloaded on? With all of the normal 
activities of the average oil company, petroleum company or mining 
industries under normal conditions they do a certain amount of ex- 
ploration, a certain amount of that type of work. Now, you come 
along with an organization which is ready to offer loans and otherwise 
to give them quick amortization of those expenses. What is to keep 
them from curtailing their normal activities in those fields, and unload 
the whole works on you? 

Dr. Boyp. These would be in the form of individual contracts, 
requiring certain work to be done. 

Mr. Wuirren. Yes, that is right; but some of the types of work 
you want to do is work that they carry on anyway, and what you seek 
is an enlargement of these activities. There is always a certain 
amount of research going on in regard to minerals, petroleum, and 
those things. Now, it would be smart business for a company to give 
up what it normally would be doing, and instead of you just getting 
an increase in activity in a certain field you would wind up with the 
whole thing on you. Have you any safeguards where you help a 
company to expand its normal activities? 

Dr. Boyp. No; all these things we are considering here are things 
that we are asking them to do in excess of what they normally would 
do in expansion. 

Mr. Wuirren. Are you just taking their statement for that or are 
you requiring some proof to show what they did last year? 

Dr. Boyp. We will go and see it ourselves. 

Mr. Wuirren. You will go bebind it and see what the normal 
activity of the company is? 

Dr. Boyp. Yes, sir. 

Mr. Wuirten. In view of the statements you have made in answer 
to Mr. Thomas’ questions, is there any part of this that could be 
handled by a loan authorization as against direct appropriation? I 
mean, by making the appropriations to you? Is that money with- 
drawn from the Treasury, or could it be left there until wanted? 

Dr. Born. I would assume that the money would be appropriated 
on that basis anyway. 

Mr. Warren. Until vou start drawing in from the Treasury you 
do not start paying any interest on it? 

Dr. Boyp. Yes, sir; that is right. 

Mr. Wurrren. The amount is not withdrawn from the Treasury 
until it is actually advanced? 

Dr. Boyp. That is right. 

Mr. Cannon. Mr. Taber. 

(Discussion off the record.) 


NICKEL 


Mr. Taser. Now, you have charge in the Interior Department, as 
I get it, of these items for loans and for subsidies. Now, the statement 
here indicates something about a Falcon Bridge loan. What can you 
tell us about that, and why do you need $65,000,000 for that? 

Dr. Boyp. Mr. Taber, the Falcon Bridge question is this. We need 
an expansion of nickel production wherever we can get it. There is 
a tremendous and serious shortage of it. The Falcon Bridge Co. is 
a Canadian company with large American holdings operating in 
Canada. 
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Mr. Taser. Who is head of it; who runs it? 

Dr. Boyp. Mr. T. Lindsley is the president of the Falcon Bridge 
Nickel Co. 

Mr. Taser. Is it a well-known set-up? 

Dr. Boyp. Yes, sir; it is well-known. 

Mr. Taser. Is it long established, or is it newly established? 

Dr. Boyp. It is a well-known organization, long established. They 
operate mines in Canada. They refine the nickel in Norway, and the 
nickel is shipped back to this country. We have asked them to expand 
their production from their mines in Canada. They can expand their 
refinery in Norway to a small extent, or we can ask them to build 
a refinery on the North American Continent for security reasons. 
That decision has not been made, but it is put in as a contingent 
request that might have to be made. 

fr. Taser. And this is one of the items that might be approved? 
Dr. Boyp. That is right; but is not yet approved. 


COPPER 


Mr. Taser. Now, referring to this Copper Range Co., what is that? 

Dr. Boyp. The Copper Range Co. is a well-established but small 
copper company that has in its possession one of the largest known 
reserves of copper in the world. It has new metallurgical problems 
and mining problems. We are examining it thoroughly now with the 
best experts we can lay our hands on to see what kind of a contract 
we can enter into with them to open up that mine. 

Mr. Taser. Where is it? 

Dr. Boyp. In Michigan. 

Mr. Taser. The Upper Peninsula? 

Dr. Boyp. Yes, sir; the Upper Peninsula. 


Mr. Taser. That is similar to some of those set-ups that they have 


up there now? 

Dr. Boyp. No, sir; it is entirely different. It is more like coal 
mining, but the metallurgic part of it is a different problem. 

Mr. Taser. You do not know whether it is possible to work it out 
or not? 

Dr. Boyp. We are fairly sure that it is possible to work it out, 
Mr. Taber. 

Mr. Taser. Is it an old company or a new company? 

Dr. Boyp. It is a relatively old company. It is quite small in its 
operations, and it could not itself do this without considerable help. 

Mr. Taser. It owns this property? 

Dr. Boyp. Yes, sir; it owns this property. 

Mr. Taser. If it has a very large vein, possibly that ought to be 
right there for profitable operation without our Government being 
involved. 

Dr. Boyp. Here is the problem that is involved in a thing like that, 
Mr. Taber. With the present known grade of that deposit the com- 
pany in normal times would go into it very slowly and do small-scale 
work and work it out gradually over a longer period of time. Because 
of the need for copper for the emergency we feel that we should ask 
them to go into it much more rapidly. They thus would need assist- 
ance to finance going into it that quickly, and, therefore, they would 
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be asking us to make a loan to them in order to do it much more 























































ige rapidly than they would normally. 
Mr. Taser. It is really an exploration proposition? 
Dr. Boyp. No; it is actually development for getting the deposit 
into operation. It has been thoroughly examined. The Geological 
4 Survey reported on it, and we know iow much copper there is there. 
ey 3 Mr. Taser. You have proved the copper? 
he 4 Dr. Boyp. That is right. 
nd 3 Mr. Taser. I still do not see why a concern that has such a thing 
eir > as that could not finance it themselves. 
ild 7 Dr. Boyp. Under the present normal market for copper and the 
is, > present price of copper and the present cost, that deposit is marginal 
nt > in nature. 
4 Mr. Taser. You mean the deposit is marginal? 
d? q Dr. Boyp. Yes; it could not stand the vicissitudes of price changes. 
If the present price remained and they could be sure about it—it 
will take 5 years to develop that property—they could go into it on 
their own but probably on a small scale. However, when faced with 
the terriffic vicissitudes of the price of copper, they could not stand a 
t? j long period of low price, naturally. 
ull 4 Mr. Taper. Within what time can it be developed with this 
hes 3 contribution? 
a4 ‘ Dr. Boyp. Under normal conditions? 
he a Mr. Taser. No, now; within the rate they have of this 70 million— 
ct : within what time? 
Dr. Boyp. Between 4 and 5 years. 
Mr. Taser. That, I presume, is 5 years off. 
Dr. Born. That isright. Virtually all copper projects are quite long 
range. They are all big mines and take a comparatively long time 
_ to get into operation. 
od Mr. Taser. As big as Calumet and Hecla? 
i Dr. Boyp. No, sir; not as big as Calumet and Hecla. 
. Mr. Taser. But of the same order? 

t Dr. Boyp. That is a mine that is very deep and now flooded with 
F water. We know there are reserves in there, but they cannot be 
t produced at the market price. Commercially they would have to have 

, an increase in price in order to handle that. We have not recom- 


E mended that project yet. We still have it under consideration. That 
ut 4 means going above the market price for copper. 

4 Mr. Wuirren. That is the question I was trving to develop awhile 

. ago, that Mr. Taber is touching on right now. That is this: Where we 
will take the product at an advanced price and we advance the 
money, could you not get your money back in the commodity instead 
of, as you indicated awhile ago, just depending on the hope that 
8 . they will repay the loan? 

Dr. Boyp. We can depend on the commodity. 

Mr. Wurrren. Is that in the contract now? 

Dr. Boyp. Yes; the contract provides that the company will deliver 
to the Government any or all of their product, so that at any time we 
want the product for stockpiling or operations we can take it at a 
price. 

Mr. Wuitten. And you can apply that against the debt they owe 
the Government? 
Dr. Boyp. That is right. 
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ANTIMONY 


Mr. Taser. Now you get down into antimony production loans. 
That is not a big item. What are you going to do there? 

Dr. Boyp. That is a different case. We were dependent for many 
years on antimony from China. We are not able to supply from domes- 
tic mines, which are not of a high enough grade, the amount of anti- 
mony we need in this country, particularly for military purposes. 
There are antimony mines which exist in this country, but they could 
not produce today without a higher than normal price—considerably 
higher. We propose to go into a program to bring those small mines 
into operation in order to supply antimony. In this case there would 
be a direct grant from the Government—really a subsidy for the 
operation. 

Mr. Taser. That would be a subsidy? 

Dr. Boyp. Yes, sir. 

Mr. Taser. Rather than a loan? 

Dr. Boyp. They may need loans besides to get the mines in 
operation. 

Mr. Taser. But whatever loan there was would be covered back 
out of the subsidy? 

Dr. Boyp. That is right. It will be a subsidy. 


CHROMITE 


Mr. Taser. What about chromite? 

Dr. Boyn. In the case of chromite, there again our supply has been 
dependent upon foreign sources, such as Africa, Russia, Turkey, and 
so forth. The great bulk of metallurgical chromite comes from Afric: 
as the principal source. It is coming along pretty nicely at the 


moment. The stockpile is not very high, and it is a very dangerous 
situation; so we proposed to go into the Pacific Northwest, along the 
coast of California, Washington, and Oregon, where there are small 
chrome deposits, and by establishing procurement depots and guar- 
anteeing the price for a period of 2 or 3 years, those people will go 
in with their own money and develop those mines and they will take 
care of that program. 

Mr. ‘Taner. What would they need loans for, if they are going in 
with their own money? 

Dr. Boyp. | am afraid the expression “loans’’ is a little ambiguous. 


It does not mean loans only; it may also mean payments out of pro- 
curement contracts. 


Mr. Taner. It means a subsidy? 
Dr. Boyp. In that case; yes, sir. 


FLUORSPAR 


Mr. Taner. What about fluorspar? 
Dr. Boyp. A similar situation exists in fluorspar as in chromite. 


IRON ORE 
Mr. Taser. Then I see “Iron ore production loans.’”’ What does 


that mean? 


Dr. Boyp. That is another thing which is under considerable study 
at the moment. We have to extend our iron ore productive base. 
This program is to develop it from a taconite deposit. 
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Mr. Taner. What is that? 

Dr. Boyp. That is a low-grade iron ore which is in great abundance 
in the Lake Superior region. It will, as a matter of course, over a 
long period of time, be developed. At the time we submitted this 
budget, we anticipated we might have to make rather long-term 
contracts or long-term loans to get those plants into production. 
At the moment we have had submissions from that industry to pro- 
vide that, and it may not be necessary to provide Government funds 
for it except through tax amortization. However, we are not sure 
of that. It may still be necessary to go beyond that. 

Mr. Taser. You mean it may be possible for private industry to 
go ahead and do this without either a subsidy or anything else? 

Dr. Boyp. That is right. 

Mr. Taper. But you do not know about that? 

Dr. Boyp. We are not quite sure yet. The companies have not 
been able to work out the details. 

Mr. Taser. What companies are you dealing with there? 

Dr. Boyp. We are dealing with many of the iron-ore producing 
companies. We are not negotiating with them at the moment. 
They have not presented any projects to us to go ahead on. There 
is Republic, United States Steel, Pickands-Mather, Reserve Mining 
Co., and some others. 

I might say in that case we are desperately trying to work this 
thing out so that it will be done with private funds, with but little 
Government participation. 


MANGANESE 


Mr. Taper. The next is manganese production loans. What is 
that? 

Dr. Boyp. In that case we have a very, very serious problem in 
which we depend on foreign sources for 90 percent of the production. 
There are no deposits in this country except where Anaconda is now 
producing about 10 percent of the requirements. They can produce 
manganese at the current market price. It will be purely a subsidized 
operation in which we will have to advance money for the construction 
of the plant and even pay above the market price for that manganese. 
The recotery of manganese from slag has been developed metallurgi- 
cally over a period of years. We have been working very seriously 
metallurgically on that, and that looks now, from an economic stand- 
point, as though it will be able to stand on its own feet, but it may 
take Government assistance to get it started. 


NICKEL 


Mr. Taser. Then you have “Additional nickel production loans, 
$2.8 million.” What is that? 

Dr. Boyp. Out on the west coast there are some low-grade nickel 
deposits which we have been working with for some years. There 
are some companies in there doing development work with their 
own money. It is quite possible that they will come to us in the next 
few months and ask for assistance to get in operation. Since they 
are marginal, they cannot stand on their own feet in normal competi- 
tion and might require Government assistance. 

Mr. Taser. But you do not know whether you will have to do 
that or not? 
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Dr. Boyp. Not yet. We are trying to get them to work it out on 
their own so that we won’t have to do it. 


TUNGSTEN 


Mr. Taser. The next is “Tungsten production loans.” What 
about that? 

Dr. Boyp. Tungsten is again a material for which we depend largely 
on China and South America. The requirements for tungsten are 
almost astronomical—far beyond what we can see being developed 
in the world—so that we will have to go into low-grade deposits in 
this country and probably can get some from abroad. There are 
tungsten mines in this country which always shut down in peacetime. 
The cream, I think, has been skimmed off and they have to go down 
into the lower grade ores. 

Mr. Taper. That will be a subsidy, anyway? 

Dr. Boyp. That is right. If we can maintain a floor under the 
present price it would not necessarily be a subsidy, except that industry 
will be paying a higher price than normal. Only if the price falls 
below that level will the Government be required to buy, and we 
cannot see any possibility of that for many, many years. 


ZINC 


Mr. Taser. Then you have zine production loans. What is that? 

Dr. Boyp. That is a very complicated problem. There are some 
2,000 or 3,000 mines producing zinc. We are hopeful at the present 
market price zinc production can maintain itself and grow to meet 
our requirements, but we are not quite sure of the requirements yet. 
They have not been worked on thoroughly enough. It is quite possible 
that we may have to give a support price for zinc to get increased 
production. 

Mr. Taser. The next item seems to be ‘DMA expects to procure 
during fiscal 1951 the following,” and it tells about quantities of 
things that are in demand. Why would you need to spend money 
for these things, when you could either put them into industry or 
into the stockpile, and those outfits that would have the money could 
pay for it? : 

Dr. Boyp. If we can work out our contracts in such a way that 
they can deliver the materials at the going price, there will be no 
need to put Government money into it, but there comes the relation- 
ship between the price ceilings and the cost of production of those 
materials. If the price ceilings are maintained, in some cases of the 
higher cost operations the Government will have to absorb the loss. 

Mr. Taser. These are subsidy items, then? 

Dr. Boyp. Possibly yes, sir. These are items not normally pro- 
duced in the United States, and we are dependent on foreign sources 
for them. 

Mr. Taser. You have a big item here for manganese. 

Dr. Boyp. That is one of them. 


COBALT 


Mr. Taser. And quite a big item for chromite and cobalt. Some 
of those things are produced in this country; are they not? Cobalt is. 
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Dr. Boyp. No, sir; very little cobalt is produced in this country. 
There is one mine developed which will come into production next 
summer, and we have asked them to expand to come anywhere near 
meeting the requirements. They will be low-grade ores that will have 
to be supported in price. That is the only mine in the country. 

Mr. Taper. You have $84 million in there for that. Are these 
figures in the last column listed as “loans’’ subsidies, or what are they? 
It is hard to tell from the statement. 

Dr. Boyp. I have not seen that statement; so I do not know its true 
contents. In the case of the chromite program that we are working 
on now, that again involves paying a fairly high price for chromite 
against the market price. In the case of cobalt, again we will have 
to pay for the expanded production of the low-grade material above 
the market price for it, but there will also be the necessity to grant a 
loan on that expanded plant. We are trying to get that done through 
private enterprise if we can. Fluorspar is much the same. Man- 
ganese, tungsten, and nickel I have already discussed. 

Mr. Taper. Manganese you have discussed, but I do not know if 
that is a loan for development or a subsidy set-up. 

Dr. Boyp. Some is a loan; some is a subsidy. I am very hopeful 
that we can get this worked out so that private money does the thing 
and we won’t have to put Government money into it. 

Mr. Taser. But a subsidy would have to be paid, probably, in any 
event! 

Dr. Born. Yes, sir; that is right. 

Mr. Taper. Now, you have “anticipated turn-over”’ of something 
like $33 million. I do not understand that, either. 

Dr. Boyp. Lamsorry. I do not, either. I do not know what that 
means. 

Mr. Taser. I think we ought to have an explanation of that if we 
are going to provide that $33 million. Do you suppose you can get it? 

Dr. Boyp. I think I can find out what they meant by that. 

aa Taser. I think we ought to have something so that we under- 
stand it. 

Dr. Boyp. I might say my impression would be that you would 
have material coming into the Government’s hands and then being 
sold, so that there would be a turn-over. But I will check that and 
explain it. 

(The following was submitted later :) 

The $33.6 million item is in effect a revolving fund for financing the purchase 
and resale of certain strategic metals. It is approximately 10 percent of the total 
contemplated amount of the purchases. 

We have assumed that the contracts, on the coverage, will run for 5 years. We 
have also estimated that there will be a turn-over time of 6 months or one half 


year. Thus during any 6-month period we shall be expending $33.6 million 
and receiving a like amount from the resale of metal. 


ALUMINUM 


Mr. Taner. Now, you have “Contingent liability” on aluminum 
contracts with ALCOA, Reynolds, Kaiser, and two smaller companies. 
I wish you would tell us what those are and give us a little statement 
on that. What is it? 

Dr. Boyp. In order to encourage the aluminum industry to expand 
by 60 percent to come somewhere near meeting the requirements. 
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That is an expansion much greater than any of the aluminum com- 
panies could face on their own, so that we have entered into contracts 
with them for the expansion of their production with private capital 
by granting them a procurement contract at the present market price. 
They will sell that aluminum on the market and I do not anticipate 
the Government will put out any money at all unless at some time in 
the future, 3 to 5 years from now, the demand for aluminum fell off 
and the price went below the present market price. Then the Govern- 
ment would buy aluminum from them or, after a period of 3 years, 
in the case of the larger companies, terminate the contract and pay 
them the unamortized part of their investment. 


COPPER 


Mr. Taner. Now, what is this copper business—$366 million? 

Dr. Boyp. In order to expand the copper industry to the level to 
which it is felt it should be expanded, we would have to enter into 
some kind of contracts with the copper industry. We would anticipate 
almost all of that copper would be sold on the market, and we would 
not have to enter into a large procurement of copper. But it forms a 
contingent commitment against the Government. 

Mr. Taner. This is the same thing as the other? 

Dr. Boyp. Yes, sir. They would be market-price contracts, and 
we would not be expected to pay anything unless the market fell 
away off. 

Mr. Taper. Can you break the aluminum business down between 
the five concerns that are mentioned? 

Dr. Boyp. In terms of dollars? 

Mr. Taser. Yes. 

Dr. Boyp. I will have to get that for you. 

Mr. Taser. The next is copper. How will that be handled? You 
have $366 million there. 

Dr. Boyp. There are about seven different projects involved in 
that, only one having been recommended at the moment. We are 
in the process of negotiating contracts for the rest of them. 

Mr. Taser. Is that seven different concerns? 

Dr. Boyp. Yes, sir. 

Mr. Taser. Will you give us a break-down on that and the names 
of the conerns and the amounts and tell us a little about what it is 
at the present time? 

Dr. Boyp. Yes, sir. 

(Information will be found on pp. 256 et seq.) 

Mr. Taner. Can you tell us a little bit about what you are going to 
do? 

Dr. Boyp. For instance, the contract we have now recommended 
is for the development and production of a large copper deposit in 
Arizona known as the San Manuel deposit of the Magna Copper Co. 
That is a deposit discovered by the Geological Survey and the Bureau 
of Mines during the last war and was taken over by private industry 
following that, and they were preparing a long-range program on their 
own financing. We asked them to get into production as soon as they 
could. They said to do that we would have to help finance them and 
give them the assurance of a market. Our contracts there are similar 
to the aluminum contracts, similar to the White Pine mine in Michigan 
that I discussed before. 
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Mr. Taser. You mean the Copper Range Co? 

Dr. Boyp. That is right. The others will be prospects of some of 
the present copper mining companies. They are in essence marginal 
resources on this basis. They can produce at the present market 
price, but they could not stand a possible serious fall-off in price. 


MOLYBDENUM 


Mr. Taser. Now, you have $112 million for molybdenum.’ What 
is that? 

Dr. Boyp. Molybdenum is a ferroalloying metal used to toughen 
steels and very closely related in its use to nickel, chromite, tungsten, 
and manganese. Those things are interchangeable in metallurgy. 
We are short of all of them. 

Mr. Taser. Is that the same sort of thing as the other? 

Dr. Boyp. Yes, sir. 

Mr. Taser. Will you put in the record a list of the concerns and 
the amount involved? 

(Information will be found on p. 266.) 

Dr. Boyp. Yes, sir. There are only two companies involved in 
molybdenum. One is one of the big producers, which is Climax, 
and the other company is not now producing much molybdenum. 
They have a big property, however. 

Mr. Taser. What is that? 

Dr. Boyp. That is the Molybdenum Corp. of America. 

Mr. WiceGLteswortH. What does this total on this page of $342,- 
210,000 represent? 

Dr. Boyp. That is power. 

Mr. Wiee.eswortnH. Is not that the total? It says, ‘Total 
defense minerals.”” It says ‘Interior Department totals.’ That is 
the total of what? 

Dr. Boyp. The totals of all those things that have gone before, 
defense minerals, solid fuels and Petroleum Administration. 

Mr. Taser. You have $66 million as one item, $221 million as 
another, $112 million as another, and tungsten, $90 million. That 
makes about $800 million. 

Dr. Boyp. That is contingent. 

Mr. WiceLteswortH. These must be loans. 

Dr. Boyp. Yes. 


ESTIMATE OF COMMITMENTS FOR FISCAL YEAR 1951 


Mr. WicGieswortu. How much of that money can you now say 
you will need to obligate between now and the end of the fiscal year? 

Dr. Boyp. That is a difficult question to answer. That depends 
on how rapidly we can work out contracts. These are the things we 
felt we possibly could commit before the end of the year. 

Mr. WicGLeswortn. But by your testimony you have indicated 
there is a very good chance that vou may not need a lot of that. 

Dr. Boyp. That is right. 

Mr. Wiaaieswortn. | would like to get roughly your best guess 
of what you now estimate you are going to need. 

Dr. Boyp. What we are trying to do is to get committed as much 
as we can. That is our best estimate as of a few weeks ago of what 
we could commit by the end of the 4 ear. 
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Mr. WiaGLieswortn. It is evidently much less now. 

Dr. Boyp. It is very difficult to measure what is less. 

Mr. WicGLeswortH. Your testimony here shows you probably are 
not going to need a lot of it. 

Dr. Boyp. That is right, but I am certain I could not measure it. 

Mr. WicGLeswortH. Well, you made a guess before. 

Dr. Boyp. I think our guess still holds as to what we might have 
to commit to get this job done. I will be glad to review it again, based 
on the information we have in the last 3 weeks. 

Mr. WiccLesworts. Well, your estimate does not jibe with the 
testimony given here this afternoon, and I think the estimate requires 
revision. 

Dr. Boyp. I will be glad to review it again, Mr. Wigglesworth. 
I really do not think I can improve on it very much. 

Mr. WicGcLeswortn. In view of your testimony, either your esti- 
mate or your testimony is wrong, because they do not agree. 

Dr. Boyp. I cannot see in what way. 

Mr. WicGLeswortuH. Because you have indicated as you have gone 
along that you are hoping to avoid the necessity of doing anything 
on item after item. 

Dr. Boyp. That is correct, and we are still trying to dq that but 
still have not been able to achieve it or very much of it. 

Mr. WicGLeswortu. Well, you have not done anything yet. 

Dr. Boyp. I appreciate that, but these are commitments that go 
beyond the fiscal year. I think we still have to get these things mov- 
ing in this fiscal year. 

Mr. WiaG.Lesworts. If you can give us an estimate for the fiscal 
year, I would like to have it when you revise your remarks. 

(The information is as follows:) 


DMA commitments, fiscal year 1951 



































Expected 
actual Estimated 
Expected with- commit- | Estimated 
DPA DMA to be com- | drawals ments in eventual 
Item amounts revised mitted by from effect after | draft on 
amounts end of Treasury | beginning of | the Treas- 
fiscal year | by end new fiscal ury 
of fiscal year 
year 
(1) (2) (3) (4) (5) (6) (7) 
A. Loans under sec. 302_.__._- 1$165, 950, 000'$171, 000, 000)/$171, 000, o00!$25, 000, 000; $146, 000, 000)__.....-... 
B. Procurements under sec. 
Ricca dargeletededa 4, 460, 000 4, 000, 000 4,000,000; 4,000, 000)...........--]--.2- eel 
C. Actual expenditures, con- 
tracts above market, 
OS MiG PSE a pay RARER hs 336, 100, 000) 336, 100, 000) 336, 100, 000). .........- 336, 100, 000 $84, 500, 000 
D. Contingent commitments | 
Market price may not 
need any Government } 
actual expenditures_.....| 789, 700,000) 789, 700, 000) 789, 700, 000) ........-.- 789, 700, 000). -......... 
| MEEK, Ser a ee | ames Sipmnieahe Seapine Cea 29, 000, 000, 1, 271, 600, 090 54, 500, 000 





1 Error in addition makes this $175,950,000. 


Column 5. Total actual withdrawals from Treasury in fiscal year 1951 $31,000,000 of which all but $1,800,000 
in Item E will eventually return to the Treasury, as repayments on loans and sale of purchases, 

Column 6. Total of $1,279,800,000 is the total actual and contingent commitments which constitute a call 
Item D, the largest, is not expected to require any draft on the Treasury 
Item C will require a maximum draft on the 
cted losses of $84,500,000 will be spread over 5 to 8 
tem A is for loans which will be returned to the Treasury during a period of 5 to 8 years. 


on the credit of the United States. 
at any time and the commitment decreases year by year. 
Treasury of $118,100,000 not all at any one time; the ex 


years. 
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Mr. Taper. I thought we ought to have a pretty thorough state- 
ment as to what there is, because there is a lot of money involved in it. 
You ought not to want to be responsible for more of it than you can 
within reason hope to obligate and use. 

Dr. Boyp. I appreciate that. I would take that very seriously. 

Mr. Taser. I should think you would want to from your own 
standpoint, with the volume of money that is involved here and which 
might be committed on your advive. I should think you would want 
to be protected by not asking for more than you could expect within 
reason to use. 

Dr. Boyp. I think I thoroughly agree with you on that. In pre- 
paring this estimate originally we had that in mind. The difficulty 
we are faced with is this: If we underestimate that, we will have to 
hold up many of these projects for a full fiscal year, and these are 
all urgent. 

Mr. Taser. This is not for a full fiscal year; this is only for the 
period from now to the 30th of June. 

Dr. Boyp. That is right. I am still hoping we can let these con- 
tracts before the end of the fiscal year. We will make every effort 
do so. . 

Mr. Tazser. I would like to have you review this thing pretty care- 
fully and give us information on each of those items I have been asking 
about and tell us what there is to it and why you are going to need all 
of this money this year. 

Dr. Boyp. I will be glad to do that. 

Mr. Taser. I think you ought to do that very, very carefully. 

Mr. Wuirten. In that connection, that is the reason I asked the 
question—I am not too much of a financial expert—as to the advisabil- 
ity of making this loan authorization beforehand. Conditions might 
be different. You testified that appropriationwise it would not be 
withdrawn from the Treasury until you were going to spend it, and 
much of this is for contracts that will be made 2 or 3 years before you 
actually pay out the money. If you have the money appropriated 
now, it puts the heat on you doubly to go ahead and provide the loans; 
whereas, if you do not have the money, you are in a better bargaining 
position. It strikes me if you have the money in the bank and there 
is a discussion between you and one of the people you are trying to 
make a loan to in advance and they are trying to get you to do it—if 
you have the money actually in the bank, I say you are not in as good 
a bargaining position as if you do not have it. I do not know what the 
possibilities are. I would be glad to hear from the other members of 
the subcommittee on that. 

Mr. Taser. I do not think we can tell until Dr. Boyd gives us 
more information than he has. 

Mr. Cannon. We will take up the Solid Fuels Administration, 
Electric Power, and the Bureau of Fisheries tomorrow and ask those 
departments to bring up with them all of the data necessary to go very 
fully into all of the details. 

Is there anything further? 

Mr. Davis. I am quite concerned with this discussion we are having 
here. Yesterday, the members of the subcommittee will recall, when 
someone from the Defense Production Administration explained this 
table of loans which they furnished to us at that time, we were given 
the impression—and more than an impression, an out and out state- 
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ment—that they considered the actual cost to the Government of this 
thing was going to be a very small percentage of the amount that is 
going to be committed. I think it is quite obvious from Dr. Boyd’s 
testimony here it is contemplated that a rather large percentage of this 
money is going to be committed in such a way that we do not even 
expect to get a considerable amount of it back. 

Dr. Boyp. I hope I have not given that impression. 

Mr. Taser. I suppose the stuff iwall that way. 

Dr. Boyp. The difficulty is that when you have asked me those 
questions it has been a combination loan the Government made and 
later or requiring a justification and breakdown of those funds. 

Mr. Taser. Well, we have no other basis than to ask to have a 
breakdown so that we can see what we are talking about. 

Mr. Davis. It certainly would be more than helpful. It is almost 
necessary that we do have a differentiation between what we expect to 
have go out and be gore and that portion of it which is to be con- 
sidered as a business-type loan that the Government can expect to 
get back. 

Dr. Boyp. That is right. 

Mr. Davis. There is no distinction here. I assume you probably 
may not have seen this until today. 

r. Boyp. That is right. 

Mr. Davis. It is something the Defense Production Administra- 
tion prepared and brought up here yesterday; so that you probably 
can give us much more information and detail after you have had a 
chance to look this over and divide this into the two separate cate- 
gories. 

Mr. Cannon. Mr. Northrop, let me suggest that when you come 
up tomorrow you bring representatives of each of these administra- 


tions with you, and that they bring full data on all the proposed 
operations by type. 
Mr. Norrurop. We will be glad to do that, Mr. Chairman. 


Fripay, Marcu 9, 1951. 


DeFreNseE Souip Fvuets ADMINISTRATION 


WITNESSES 


CHARLES W. CONNER, ADMINISTRATOR 

G. DON SULLIVAN, SPECIAL ASSISTANT TO THE ADMINISTRATOR 

A. C. FIELDNER, CHIEF, FUELS AND EXPLOSIVES DIVISION, BUREAU 
OF MINES 

L. W. SMITH, EXECUTIVE OFFICER 

ALBERT D. NEMECEK, BUDGET AND FISCAL OFFICER 


Mr. Cannon. Mr. Conner, you are Administrator of the Defense 
Solid Fuels Administration? 

Mr. Conner. Yes, sir. 

Mr. Cannon. Your agency was established by the Secretary on 
December 4, 1950, and the power delegated to you was confirmed by 
the Secretary of the Interior on January 25, 1951. 

When were you appointed? 

Mr. Conner. December 7, 1950. 


——————— 

















179 






Mr. Cannon. Mr. Administrator, if you have a general statement 
for us, we would be glad to have it at this time. 


GENERAL STATEMENT 





































Mr. Conner. Mr. Chairman, and Members of the Committee, in 
this, my first appearance as a Government official before any com- 
mittee of the Congress, I am happy to have this opportunity to let 
you know first-hand how we of the Defense Solid Fuels Administra- 
tion are doing our job under the Defense Production Act of 1950. 
I fully realize the importance and necessity of making a clear-cut 
presentation of what we are doing and what we must be ready to do 
as necessity requires. It is, therefore, my purpose to assist you in 
every way possible so that the objectives of the Defense Production 
Act, with respect to solid fuels, can be carried out as the Congress 
intended they should be. 

This Administration was formally established by Secretary Chap- 
man on December 4, 1950, and I was appointed Administrator 3 days 
later. For a few months prior thereto, Mr. Dan. H. Wheeler, with 
only such occasional help as he could borrow from other agencies of the 
Department of the Interior, did an excellent job in laying the ground 
work for the establishment of the organization, and taking care of 
such matters under the Defense Production Act as were then neces- 
sary. ‘That preliminary work has been of invaluable assistance to us. 

As you will note from the organization chart attached to our submis- 
sion, we have made plans for carrying out all phases of the activities 
in which we may have to engage. In building our organization, how- 
ever, we have and are staffing it only as the need therefor arises. 
We are proceeding on the basis of my belief that the public’s business 
should be conducted as efficiently and as economically as a prudent 
man would conduct his own business affairs. Accordingly, our present 
organization is the minimum that we can get along with, and our plans 
for the next quarter are predicated on our best estimate of what will 
be required. We have not, as yet, staffed the Bituminous Division, 
the Anthracite Division, the Manpower Division, the Information 
Division, or the Compliance Division. The duties of those divisions 
are being presently performed by the existing offices and divisions. 
The divisions and offices that we have staffed consist of little more 
than skeleton forces to perform the tasks which require immediate 
attention, and to be prepared to take whatever action the future 
demands of the national defense may require. 

As you know, coal and coke are indispensable to our normal econ- 
omy. They are even more important to a defense program. Without 
them, no steel could be produced. Adéquate transportation could 
not be maintained. Sufficient electric power and steam could not be 
generated. The health and safety of the Nation could not be main- 
tained. In fact, the entire economy of the Nation would collapse. 

Fortunately, this Nation has ample reserves of coal, and production 
capacity is adequate to meet all foreseeable requirements. But all 
that would be of no avail if the instrments of production are deficient. 
That is, if we are to produce the amount of coal needed, the mining 
industry must have miming machinery, equipment, repair parts, 
maintenance and operating supplies, tires, gasoline, etc., and man- 
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power, and there must be adequate transportation facilities to get 
the coal where it is needed when it is needed. 

At the present time, all available coking capacity is being fully 
utilized. These facilities are being expanded as rapidly as possible 
to keep pace with the expanding steel production facilities and to 
increase the supply of coal chemicals so vital to the entire defense 
program. 

It is part of our job to see that all of the instruments of production 
are supplied to the mines and coke plants, and, jointly with the 
Defense Minerals Administration, to see that the mining-machinery 
industry gets the production materials needed to produce the necessar 
mining machinery and equipment. Already, the pinch is being felt 
with respect to machinery, equipment, many operating supplies, 
construction materials, and transportation facilities. While inductions 
into the armed services are beginning to be felt, they have, as yet, 
had no serious effect on production. In cooperation with the National 
Production Authority, Defense Transport Administration, and other 
defense agencies, we are helping the industries obtain the instruments 
they need. Materials, equipment, and other items, however, are 
getting more scarce day by day. There are strong indications that 
these needs cannot be met on the present hand-to-mouth arrangement 
much longer, and that a controlled materials plan is in the making. 
This will permit a distribution of scarce materials to the industries 
where they can best serve the interest of the national defense. 

The advent of such a system will place a tremendous burden on our 
organization and we will have to increase our staff considerably. 
Furthermore, as the national mobilization progresses, serious dis- 
tortions in the distribution pattern will be effected. That will result 
largely from diversion of oil from civilian to military uses, and coal 
will be required to fill in the gap. Another factor influencing such 
distortions will be the increasing demands for coking coals as steel 
production expands. 

Our organization, while not yet staffed to cope with such situations, 
which, by the way, could develop very rapidly, is prepared to expand 
as necessary. It is of the utmost importance that machinery be ready, 
as necessary, to establish and execute priorities and allocations with 
respect to solid fuels. This readiness requires almost constant analysis 
of production and distribution data to detect any trends that might 
hamper the defense program. 

We have prepared our estimates and justifications as carefully as we 
could. We believe that they fairly reflect our minimum needs, and 
I will be happy to try to answer any questions you may have. Repre- 
sentatives of my office are here who will fill in any detail that may be 
required. I thank you. 

LOANS 


Mr. Cannon. Just briefly, Mr. Administrator, what is the nature 
of your activities, first as to loans and then as to allocations, beginning 
with loans? 

Mr. Conner. You mean as to the procedures? 

Mr. Cannon. How do you function with respect to loans? 

Mr. Conner. Of course, applications are made direct to us, and 
sometimes they come through from other sources, When applica- 
tions are made direct, if the formal applications for certificates have 
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been made to us, we examine them very closely so as to differentiate 
as between propositions that might be impracticable or that are in a 
dream stage and those that might be regarded as practicable. We 
try to discourage as far as possible any of the impractical kind, but 
we always tell people they still have a right to file a formal application 
if they wish to do so. 

When an application is filed, it comes to me first, then is sent to 
the head of our Industry Division, Mr. Plein, and he makes a careful 
breakdown and analyzation of it. Then a copy is sent to the Econom- 
ics and Statistics Division of the Bureau of Mines, who are functioning 
as a service agency for our Administartion, and ‘another copy to the 
Technological Division for technoligical examination. After they 
have reported back and given consideration both as regards the 
economic factors and the technological factors, a further study is 
made between the interested division in our Administration— if it 
happens to be a coke application, the head of the Coke Division and 
his men; if it is coal, the head of the Coal Division—and we arrive 
at a decision as to whether it does come within the scope of the meager 
criteria that have been laid down for our guidance—or the broad cri- 
teria. Then we apply the percentage of amortization which we re- 
gard as favorable, sent it up to the Secretary and he signs it, and 
then it is returned to the certifying agency. 

Also, during the course of the technological investigation, we refer 
the matter to RFC for its consideration as to credit and general 
reliability. 

So that we have what we think is a pretty complete picture of all 
of the factors that enter into helping us make our decision. 

Mr. Cannon. Well, the determining factor seems to be the question 
of practicability. Do you have certain established rules by which 
you determine whether or not it is practicable or impracticable? 

Mr. Conner. No, sir. We judge that from our own practical 
knowledge and current practice in whatever industry is involved. 

Mr. Cannon. You have no set of rules which you apply? 

Mr. Conner. No; no general rules as to practicability. 

Mr. Cannon. Now, as to allocations, how do you handle alloca- 
tions after you have determined as to practicability? 

Mr. Conner. Do you mean the percentage of amortization re- 
quired? 

Mr. Cannon. Yes. 

Mr. Conner. It is based on the useful life of the facility over the 
5-year period and, of course, we take into account the essentiality of 
it, as to whether it is essential to the defense interests or not, as to 
whether we will consider it at all. 


ALLOCATION OF SOLID FUELS 


Mr. Cannon. What rules, if any, do you have in allocating the 
solid fuels? 

Mr. Conner. What we have set up for our guidance on this, I 
might say, is this: If it concerns coke, we believe an increase in coke 
production i is definitely needed for the defense effort. This increase 
is in addition to that which is contemplated for the integrated steel 
plants. We are making a survey and hope to have available shortly 


182 


an analysis of the coke situation showing the probable demand and 
available supplies for 1951 and 1952. 

If it is a byproduct coke oven, generally we propose to recommend 
an 85 percent accelerated amortization on any facility which will 
increase the production of coke and coal chemicals. In some instances, 
we may recommend 95 percent, as we did in one instance where the 
facility was experimental in nature and because its usefulness after 
the 5-vear period is over would be nil. 

On beehive coke ovens, it is reasonable to allow 85 to 95 percent of 
accelerated amortization, because beehive coke ovens naturally are 
the safety valves in the coke capacity. In other words, the steel 
industry itself is not taking care 100 percent of its own coke production 
and has to depend at times on outside supplies, and those are pro- 
duced mainly by the beehive coke ovens. Any decline in steel produc- 
tion and a slackening in the demand for coke will result, first, in closing 
beehive ovens; secondly, any new investments in beehive coke ovens 
for national defense is a highly speculative matter. 

On coal, we believe the productive capacity of the Nation’s an- 
thracite and bituminous coal and lignite mines is sufficient at this 
time to take care of the foreseeable demand. In general, our present 
policy is subject to modification as future developments warrant. 

As regards anthracite coal, applications will be denied. Second, 
on bituminous coal and coking coal, we'would allow 50 to 85 percent 
certification if the evidence is presented that the coal will be used for 
producing coke. The percentage recommended will depend primarily 
on how much expenditure will be made on plant facilities for increasing 
production rather than replacements of existing facilities to maintain 
existing levels of production. 

I might say in our review of all these cases, we have taken the 
position that each application must stand on its own bottom; that 
we will not apply any fixed percentage but will apply the percentage we 
believe relates to the existing usefulness and the usefulness after the 
5-vear period of the facility. 

In the case of non-coking coals, it is our intention, as a general rule, 
to deny applications. In lignite the same thing, and in briquettes the 
same thing. Although I have indicated. that in general I see no 
justification at this time to certify applications for accelerated amorti- 
zation for anthracite, and bituminous coal for coke production, 
lignite, and briquettes, special situations may arise in which certifics- 
tions will be recommended. 

In the case of coking coals, we might have situations arise where 
we feel the applications should be denied; for instance, an application 
for the opening and development of a mine in a location where ample 
campacity is already in existence to supply the demands of the 
territory to which it could furnish its coke. 

Applications from those divisions of the solid fuels industry will be 
scrutinized very carefully before any accelerated amortization is 
allowed. 

Mr. Cannon. You anticipate a situation where there will be a 
scarcity of fuel, and you do anticipate having to allocate less fuel than 
is required to an industry; do you anticipate a situation where there 
will be a surplus of fuel? 

Mr. Conner. There is a surplus of fuels now. 
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Mr. Cannon. A surplus of fuels of all characters? 

Mr. Conner. No, sir; except coke. Coke is the fuel that is in 
greatest shortage right now, and in the event certain developments 
should take place, we could have a shortage of coke almost overnight. 
We do have some spots where coke is in excess of demand at the 
present time and is being exported, but, generally speaking, coke is in 
short supply when you consider the transportation cost that might 
be involved in making a shift and a change in the pattern from one 
place to another. 

Mr. Cannon. What fuels are now in excess supply? 

Mr. Conner. Coal and lignite. 

Mr. Cannon. Is there any difference between the anthracite and 
bituminous supply? 

Ir. Conner. No, sir. 

. Cannon. Both are in short supply? 

. Conner. No, sir; both are in excess supply. 

. Cannon. Both are in excess supply? 

. Conner. They are able to supply, I would say, the demands in 
all fuels for the foreseeable future, unless an emergency arises that 
might be caused by railroad strikes, labor troubles at the mines, or 
other causes of that kind which can almost overnight cause a change in 
the situation. 

Mr. Cannon. You cannot foresee at this time, then, any immediate 
likelihood of finding yourself unable to supply industry with the 
amount of fuel to we it is entitled? 

Mr. Conner. Except in the matter of coking coal. Coking coals 
we are able to supply at the present time, and I do not think there will 
be any difficulty in continuing to supply them in the immediately 
foreseeable future; but, as you gentlemen probably know, the reserves 
of coking coals have been dwindling and today are far less than we 
have ever had in our history, with the result that we are having to go 
to the preparation and washing and cleaning of the coal to make it of 
commercial value for.coking purposes. Dr. Fieldner of the Bureau of 
Mines is now conducting a survey of the coking coal reserves, and he 
would be prepared to give you more figures on that than I could at 
this time. 

Mr. Cannon. I have had an entirely different view of the activities 
of your administration; at least, I had taken it for granted that there 
was a shortage of all solid fuels and you would be under the necessity of 
denying some industries a certain percentage of their requirements. 
It appears now your duty is largely to govern the distribution so that 
no one source of supply will get more of the market than other sources 
of supply. Is that correct? 

Mr. Conner. That is correct. 

Mr. Cannon. That is a very happy situation, then, compared to 
the prospect of a shortage in which you would have to ration every- 
body. 

Mr. Conner. Yes, sir. Of course, transportation is also one of 
the things which we have to face—a shortage of transportation 
facilities. If the mines do not get the cars, of course, they cannot 
produce coal. But even on present working time, mines are able to 
supply all the coal that the country and industry need. 
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TRANSPORTATION DIVISION 


Mr. Cannon. The chief function, then, of your Transportation 
Division would be to distribute equally the supply of freight cars. 

Mr. Conner. That is one of their duties; yes, sir. 

Mr. Cannon. Is your distribution of solid fuels almost entirely 
by rail, or is some by water and some by road? 

Mr. Conner. The most of it is by rail; part of it is by water, 
when you talk about export coal. Of course, part of it is rail and 
water. It goes by inland waterways, or rail to the Lakes and then by 
water to the docks in the Northwest. 

i a ta But your domestic industries are supplied largely 
y rail? 

Mr. Conner. Yes, sir. Of course, trucking accounts for a small 
percentage, too. 

Mr. Cannon. The car used to transport fuel, of course, is a special 
car; it differs in construction and function entirely from the average 
freight boxcar. 

Mr. Conner. Yes, sir. 


SHORTAGES IN RAILROAD EQUIPMENT 


Mr. Cannon. We have just been told there is imminent a shortage 
of box cars. What about the supply of ‘cars suitable for the distribu- 
tion of fuels? Up to this time, no shipper has had any difficulty in 
securing enough cars; has he? 

Mr. Conner. I have a little statement here on that, if you would 
like me to read it. 

Mr. Cannon. Yes. 

Mr. Conner. Shortages in railroad car equipment have been 
reported each week for the past year. In the last half of the current 
year weekly shortages reported by the major coal-hauling roads 
averaged 10,132 cars. For January and February 1951, the weekly 
average has been 6,253 cars. While those shortages have not resulted 
in any shut-downs of critical proportions, there have been instances 
in the last year when individual mines have been forced to close for 
short periods because the cars available to them did not warrant con- 
tinued operation. 

American railroads own 850,000 open-top cars suitable for carrying 
coal. In December 1950, the last month for which we have figures 
available, 56,000 of those cars were in bad order, not suitable for 
service, and 3,000 were retired from service. During the same month, 
16,775 cars were repaired and 1,644 cars were placed in service. 

I might say that during the 6 months preceding January 1, there 
were more cars retired from service each month than new cars built. 

Mr. Cannon. What is the situation at the present time? Are you 
increasing your number of available cars? 

Mr. Conner. Yes, sir. 

Mr. Cannon. Or is the supply decreasing? 

Mr. Conner. Railroads now have some 50,000 open-top cars on 
order, and the delivery of those cars in 1951, together with the ac- 
celerated repair program which is under way, is calculated to supply 
sufficient car capacity to meet approximately the productive demands. 

Mr. Cannon. Apparently, then, you will have sufficient cars. 

Mr. Conner. Yes. I think under the Defense Transportation 
Administration allocation of steel for 10,000 cars a month, which has 
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been made, when they get into full production of 10,000 cars a month, 
we will begin to feel we are on safe ground. So far there have been 
slightly under 6,000 as the highest number of cars that have been 
turned out, but they say by July 1 they expect to be producing 10,000 
cars a month. 

Mr. Cannon. Apparently, then, you have no serious problems in 
transportation, and the supply of cars is about the only question 
that could cause you any trouble? 

Mr. Conner. Yes—car supply and railroad strikes. The 5-day 
week causes more trouble in the detention of cars, in that we do not 
get the proper turn-around, because it costs the individual dealer 
more for the overtime rates to unload cars if they happen to be placed 
on Saturday than the demurrage charges would amount to, and the 
loss has been over the week end, and that accounts for 2 days lost in 
turn-around. 

MANPOWER DIVISION 


Mr. Cannon. What is the function of your Manpower Division; 
just how do they operate? What are they doing at the present time? 

Mr. Conner. Our Manpower Division has not as yet been acti- 
vated, but the functions of the Manpower Division are being carried 
on by the Deputy Administrator and the Special Assistant to the 
Administrator with the idea of seeing that manpower in the coal 
mines is protected so that we have sufficient people to produce the 
coal that will be needed. We are in a different situation today than 
we were during the last war, because we do not have the reserves of 
older men to fall back on. Also, on account of the mechanization of 
the mines, the age limit of our men is very considerably under what 
it was back in the war days or in the days when we had hand loading, 
for instance. 

Mr. Cannon. Suppose it developed that you did not have enough 
men in the mines to produce the required amount of coal. How would 
you go about recruitment, or would that be your problem? How 
does the Manpower Division effect recruitment? 

Mr. Conner. If we do not have sufficient men, I do not know where 
you could get them, because the only men in the mines today are men 
in there by choice. You could not go out and recruit coal miners from 
other industries to take their place. It takes in some States a period 
of a year and in other States 2 years to train a man. That is par- 
ticularly true of the mechanized coal situation we have today. They 
have to be trained, I would say, almost for 2 years before they are 
capable of performing the job efficiently. 

Mr. Cannon. If you cannot go out and recruit manpower, what is 
the function of your Manpower Division; what is there for them to do? 

Mr. Conner. To see that we are in touch with the agencies who 
control selective service and the military departments and conduct 
our liaison there to see that what men we have are not taken away 
from us. We have had some of them taken. 

Mr. Cannon. How many men are in your Manpower Division at 
this time? 

Mr. Conner. We have no Manpower Division as yet. 

Mr. Cannon. You have none at all? 

Mr. Conner. No. 

Mr. Cannon. When do you expect to fill those positions? 
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Mr. Conner. I would say just as soon as the papers are processed 
back from the Secretary’s office we will be ready to put a man into 
that job. That may be next week. 

Mr. Cannon. But there is no particular hurry in that respect at 
this time. 

Mr. Conner. Yes; there is. 

Mr. Cannon. What problem occasions need for their services right 
now? You are not having any strikes; are you? 

Mr. Conner. No, sir. Our men are still being drafted, and we 
were not on the essential industry list up until day before yesterday, 
and then we succeeded in getting ourselves put back on through our 
activities and those of the Interior Department working with us in 
having coal mining put back on the essential classification. Therefore, 
we now have an essential classification of the labor which is subject 
to deferment. Before that, we did not have. 

Mr. Cannon. About the only thing for them to do at this time, if 
there is need for it, is a liaison with the Army to see that men subject 
to the draft are exempted for work in the mines? 

Mr. Conner. Yes, sir; to protect the manpower we have now. 

Mr. Cannon. What attitude does the Army take on that problem? 

Mr. Conner. Generally speaking, they have taken an attitude 
that they understand certain of our key men are and should be subject 
to deferment, and we have had at least their cooperation in trying to 
attain that end. I think they are very favorably inclined toward 
giving deferment to people who can present proper classifications and 
reasons for deferment. 


ESTIMATED OBLIGATIONS DURING 1951 


Mr. Cannon. Under sections 302 and 303, how much have you 
obligated up to the present time? 

Mr. Conner. We have not obligated anything. 

Mr. Cannon. You have made no obligations at all? 

Mr. Conner. No. 

Mr. Cannon. Do you expect to obligate anything for the remainder 
of the fiscal year? 

Mr. Conner. That will depend on the nature of the applications 
that are made for loans. We have had five applications for loans so 
far, and none of them have been fully acted on. Of those five, we 
have had two that have been rejected; that we have denied. 

Mr. Cannon. Two out of the five? 

Mr. Conner. Yes, sir. 

Mr. Cannon. You have three pending? 

Mr. Conner. Yes, sir. 

Mr. Cannon. On what grounds were the two rejected? 

Mr. Conner. Because they were not essential. One of them was 
a replacement of existing facilities. It was not needed in the interest 
of defense. There was plenty of coal to supply the demand for which 
they were asking. 

This was not a loan, by the way. You are under the impression 
that it was a loan. It was not. This was a certificate of necessity 
for amortization. It was a replacement and was not in the interest 
of defense. There was plenty of coal available to supply the need 
for which they wanted to open this mine. 
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Mr. Cannon. You now see ahead of you no need for any obliga- 
tion prior to June 30? 

Mr. Conner. No; I would not say that, because in those five 
applications we have it is possible we may have in the neighborhood 
of $7 million or $8 million that might be granted. 

Mr. Cannon. The three applications combined cover about what 
amount? 

, Mr. Conner. About that amount. 

Mr. Cannon. What amount would you say would assure your 
being able to take care of the situation up to June 30? 

Mr. Conner. | would say, to be sure of that, if we had probably 
$15 million or $16 million, we would know we would be safe in it. 
It all depends on what comes ip between now and the 30th of June, 
of course, and the nature of the applications that are made, as to 
whether we would approve them or not. Certainly I would say we 
would not be safe for any less than $15 million or $16 million. 

Mr. Cannon. On the basis of five applications, both warranted and 
unwarranted, that would indicate very little interest in this phase of 
your work up to the present time on the part of industry. 

Mr. Conner. Yes. But we have a greater degree of interest and 
activity coming up now with people who seen to be interested in 
getting into asking for loans, asking for certificates of necessity—more 
than it was in the past. 

Mr. Cannon. The fact that practically all fields are in excess supply 
would also indicate very little pressure for loans. 

Mr. Conner. Yes, sir. I would say that most of the requirements 
for allocations for loans would be in the coke ovens, either of the 
beehive type or the byproduct type. There are not many of them in 
the beehive type that are asking for loans. 

Mr. Cannon. What work are you doing now that has heretofore 
been handled by the regular units of the Department? 

Mr. Conner. The Defense Solid Fuels Administration has been 
assigned functions in addition to those which were performed by it 
in the last war. Among those are responsibility for pfoduction and 
distribution of industrial coke and byproducts which was handled 
during the wartime by WPB. 


SOURCE OF 





PERSONNEL 


Mr. Cannon. Did you take over any employees of WPB at the time 
you took over these duties? 

Mr. Conner. No, sir. WPB, of course, is out of existence. 

Mr. Cannon. And you did not take over any of their working 
force? 

Mr. Conner. No. 

Mr. Cannon. In the handling of activities formerly handled in the 
regular Department, have you taken over any employees who were 
formerly connected with that work? 

Mr. Conner. Yes, sir. We have quite a number of people who 
have come to us from other agencies, a list of whom we have. 

Mr. Cannon. And you took them into your organization because 
of their familiarity and experience with this work which was formerly 
being done normally by the Department? 

Mr. Conner. That is right; yes, sir. 
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Mr. Cannon. The fact that you are handling work formerly under 
the jurisdiction of the Department as part of their normal functions 
would lessen the pressure on the Department itself for additional 
employees or additional funds? 

Mr. Conner. You mean such as the service rendered to us by the 
Bureau of Mines? 

Mr. Cannon. Any service you now handle which was formerly 
handled by the Department. 

Mr. Conner. No, sir. I think that would not be true, because of 
the fact that many of the activities in connection with the things we 
are interested in, in the distribution pattern of coal, for instance, and 
the collection of statistics in regard to production and other things, to 
a great degree were discontinued at the end of the war. 

Mr. Cannon. If you look over certain functions formerly performed 
by the Department, then the Department would have no need for the 
employees who formerly managed those activities; is not that true? 

Mr. Conner. As a matter of fact, we are not taking over any of the 
functions. 

Mr. Cannon. That is the question I asked you, and I understood 
you to say you were handling work which was formerly done by the 
regular units of the Department. 

Mr. Conner. By the Department of the Interior? 

Mr. Cannon. Yes. 

Mr. Conner. I beg your pardon. I thought you meant in the 
over-all picture. We have responsibilities now that we did not have 
during the war. I misunderstood you. 

Mr. Cannon. You are not handling anything, then, that was for- 
merly handled by the Department as a part of their regular functions? 

Mr. Conner. No, sir; I think not. I do not believe we are doing 
anything that was done by the Department before. 


TECHNICAL SUPPORT OF BUREAU OF MINES 


Mr. Cannon. Now, we have an item here for technical support of 
the Bureau of Mines. Give us some information on that. 

Mr. Conner. Mr. Chairman, the organization at the Bureau of 
Mines is a separate organization, and the functions and personnel in 
those branches that are servicing us are part of that Bureau. I would 
like to have Dr. Fieldner give you the functions and work that that 
Bureau is doing. 

Mr. Cannon. What we are interested in, Mr. Conner, is what you 
expect the Bureau of Mines to do for you. Provision is made here 
that they shall supply technical information and services as needed 
in your work. What service do you expect to require of them? 

Mr Conner. We are going to require the economic surveys and the 
technological service I have spoken of with reference to applications 
for loans and certificates of necessity As we have set out here in the 
organization chart, the Economic Division provides economic and 
statistical, advisory and research services for the Administration, 
principally concerned with the collection, analysis, and interpretation 
of statistics and economic data relating to the production, distribution, 
and use of solid fuels, manpower and materials used in the solid fuels 
industry, and the economic feasibility of proposals for certificates of 
necessity, Government loans, and other types of financial aid. 
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Mr. Cannon. Just how do you expect to utilize that? Will you 
submit your applications for loans and certificates of necessity to the 
branch now set up, or will you call them over, or will you take them 
into your organization? Just how do you expect to take advantage of 
that organization? 

Mr. Conner. They function, really, as a service branch of our 
Administration, while they are still, of course, part of the Bureau of 
Mines. 

Mr. Cannon. They are not under your jurisdiction, then—none 
of the employees? 

Mr. Conner. Only insofar as an advance of funds is made to us, 
and we, in turn, advance what is required for the Bureau of Mines to 
carry on their work. 

Mr. Cannon. You do not include them in your set-up, and you do 
not tabulate them as a part of your staff? 

Mr. Conner. Yes, sir; we do. As far as the number of people 
making up our organization is concerned, not all of them that are in 
the Economics and Statistics Division of the Technological Division 
are classed as being part of our organization. Part of ‘them are still 
entirely 100 percent, probably, Bureau of Mines personnel. 

Mr. Cannon. Is it possible that you have personnel there that is 
reported by the Bureau of Mines in their set-up and also reported by 
you in your set-up? 

Mr. Conner. I do not know about that. 

Mr. Norrurop. If I may answer that question, we have made a 
very careful study of this problem, and I am sure that the employees 
provided by appropriations to the Bureau of Mines and the Geological 
Survey are used to the maximum extent to facilitate and assist these 
defense agencies, without any reimbursement. 

Mr. Cannon. But they are used as a part of the Bureau of Mines 
organization, not a part of this? 

Mr. Norruror. That is correct. 

Mr. Cannon, As a matter of fact, you refer to them certain ques- 
tions? 

Mr. Norrurop. We use them for technological service, and this 
technological service which we are required to provide is provided 
without cost to the defense agency. It is only when the defense 
agency calls for service that goes beyond the capacity of the facilities 
that the Bureau has, that there is then provided a transfer of funds 
from the defense agency to supplement the working funds of the 
Bureau in carrying out that additional task. So, to the extent tasks 
are part of their regular functions or can be financed under their 
regular functions, they are handled in that way, and there is no charge 
against the defense funds. 

Mr. Cannon. They are not included in your set-up, and you do 
not include as a part of your employees the cost of the Bureau of 
Mines personnel which assists you in your work? 

Mr. Norrurop. For that class of employees paid from regular ap- 
propriations, they are not included. However, if you have a transfer 
of funds from the defense agency to the Bureau of Mines to carry out 
supplemental work or to the Geological Survey, then that would show 
up as a charge against this fund. 

Mr. Cannon. But they are personnel of the Bureau of Mines and 
not your personne!? 

Mr. Nortrurop. That is right. 
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COAL 


Mr. Cannon. What is the present total output of coal? You say 
we have an excess of all fuels, I believe, except a shortage of coke. 

Mr. Taner. And could you give us separately the soft and the hard 
coal? 

Mr. Conner. Yes. For the year 1951 to date, we have produced 
83,025,000 tons as against 42,184,000, or an increase so far this year 
of 96.8 percent. Of course, that is due to the fact that during the 2% 
months of last year we had labor trouble—the 3-day week and had a 
shut-down for 1 month. 


Mr. WiaeLeswortu. Is that for anthracite? 

Mr. Conner. This is for soft coal. Here is the anthracite. I find 
I can give you the anthracite figure. For the year 1951, to date—in 
anthracite, we produced 7,215,000 tons as against 5,159,000 for last 
year—an increase of 39.9 percent. 


OTHER FUELS 


Mr. Cannon. What is the situation on the other fuels? 

Mr. Conner. I do not believe | have the coke. I will get that 
for you, sir. 

The present level of coke production is about 72 million tons a 
year, which during 1951 we expect to raise to 78 million. 


TOTAL NEEDS 


Mr. Cannon. What do you estimate would be your total need in 
each fuel in case of an all-out war? How much coke would you 


require and how much would you require of each class of fuel? 

Mr. Conner. I have those figures here, if I can get them for you. 

We estimate 560 million for this year. In case of an all-out war, 
we did produce in 1947, which was the peak year, 631 million tons. 

Mr. Cannon. Was that ample at the time? 

Mr. Conner. Yes, that was. That supplied the needs of the 
country during the war. 

Mr. Cannon. You are still in a position where there will be no 
difficulty in the production of solid fuels in the case of an extended 
war? 

Mr. Conner. We feel sure that we can produce up to 650 million 
tons if we are given the manpower and transportation facilities, and 
necessary supplies and equipment. 


DereNnse Exvecrric Power ADMINISTRATION 


WITNESSES 


FRANCIS A. KOLB, SPECIAL ASSISTANT TO THE ADMINISTRATOR 
FRED W. BOLEN, CHIEF, DIVISION OF ADMINISTRATION 
CHARLES F. WINTER, BUDGET AND FISCAL OFFICER 


Mr. Cannon. Thank you, Mr. Conner. Next we will take up the 
Defense Electric Power Administration. 
Mr. Norturop. Mr. Kolb will come in, Mr. Chairman. 
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Mr. Cannon. Is he the Administrator? 
Mr. Norrurop. Heis the assistant to the Administrator, Mr, Chair-, 








































my man, representing the Defense Electric Power Administration. 
eid Mr. Cannon. Mr. Kolb, will you explain briefly the functions and 
activities of your unit? 
~ GENERAL STATEMENT 
2), Mr. Koxs. Well, the Defense Electric Power Administration has 
da been set up, Mr. Chairman, to handle all the defense relationships of 
the electric-power field. That includes the private, public, govern- 
| mental utilities and also the industrial power application where the 
find companies generate their own power. 
in 
last RELATIONSHIP OF FUNCTION 
Mr. Cannon. For example, how does your work differ from that 
Ww hich i is being performed by the Bureau of Reclamation? 
Mr. Koxs. Of course, it is quite different, Mr. Chairman, because 
4 the Bureau of Reclamation is in the power business. Here you have 
that | a group which will have to do with the examination of all the plans of 
3 all the people in the power business with respect to the necessity for 
ns a 4 defense and their materials requirements. 
q There are two activities: Is the project necessary and will the ma- 
e terials be available? Those are the two principal lines of activity we 
a would take. 
' The Bureau will be in to us asking us to claim materials for them. 
din The Corps of Engineers will be in in the same way. The Bonneville 
you Power Administration will be in, also. 
You see, our activities are quite different from the normal activities 
yOu. of these others. 
wer, § Mr. Cannon. You mentioned the Bonneville Power Administration. 
tons. @ The same would be true with Southeastern Power, Southwestern 
ff Power, and the Tennessee Valley Authority? 
| the & Mr. Kos. Yes, the whole group. 
eq Mr. Cannon. They all come in the same class. Your function is 
eno § different from theirs in about the same way? 
nded a Mr. Kors. Yes. We are going to claim for them just as we would 
si a claim fora private utility out in Ohio or Oregon or wherever it might be. 
illion & 
,and LENGTH OF OPERATION 
: Mr. Cannon. How long have you been in operation now? 
Mr. Kors. The thing really got under way, Mr. Chairman, about 
October. It was started, of course, with one person, and has been 
3 built up. 
ATOR © The first thing that was needed to be done was to find out the 
os material requirements of the industry. There was no existing stock 
‘4 of information on that subject. In other words, how much copper, 
1p the 4 how much steel, how much aluminum would be required? 
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We sent out questionnaires. Those went out in December: We 
acquired the data, and then on the basis of that data we made ithe 
—— to the NPA for aluminum, copper, and ‘steel. ‘Then»we 
collected the data from the reports. 

In other words, the United States is broken up into areas, and in 
those areas are these great interconnected systems which are made up 
of many companies and many groupings. Treating these as areas, 
we found out what the power supply problems were, how much power 
was going to be generated, and how much power was needed. We 
have related that one to the other. 

Those are the two main avenues of approach we have followed: 


LOANS 


, Mr. Cannon. What procedure have you established for making 
oans? 

Mr. Koxs. We do not expect to have anything with respect to the 
loan business. We at this minute cannot foresee any, although it is 
possible that they might come around. For example, an industrial 
plant, theoretically, might come to us. 

Mr. Cannon. But up to this time you have had no applications 
and you do not in the immediate future anticipate any applications? 

Mr. Koxs. No. 

Mr. Cannon. In other words, you are giving no attention at this 
time in making loans? 

Mr. Kos. That is right. It does not seem to be a factor with us. 


TAX AMORTIZATION 


Mr. Cannon. What procedure have you established for tax amorti- 
zation? 

Mr. Ko s. That is important to us. We have now formalized our 
own thinking, so far as the Defense Electric Power Administration is 
concerned. 

We have about $175 million in applications, and roughly a little 
less than 30 individual cases. What we have done is to set down our 
thinking, which is now subject to the approval of the Secretary of the 
Interior. We have certain ideas in that scope which we have put down. 

Mr. Cannon. You are in the process now of establishing standards? 

Mr. Koxs. That is right. 

Mr. Cannon. You have not yet completed that? 

Mr. Ko xs. That is correct, Mr. Chairman. None have cleared 
through us. 

Mr. Cannon. They will be determined upon by a conference be- 
tween yourself and the Secretary? 

Mr. Ko.s. That is correct, Mr. Chairman. 

Mr. Cannon. You are making progress in that direction, are you? 

Mr. Kors. Yes we are right up to the point now where we are 
ready to do business, so far as our own group is concerned. 


TOTAL POWER PRODUCTION 


Mr. Cannon. What is the total power production now over which 
you have jurisdiction? 
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Mr. Kos. It depends upon the measuring stick you use, sir. If you 
are a dollars, it is about $20 billion which is invested capital. 
If you in terms of kilowatt-hours, there are a little over 300 
billion. kilowatt-hours produced. If you talk in terms of generating 
capacity, it is of the order of about 67 million kilowatts. It is. big 
business. 

Mr. Cannon. It is big business, and it is progressing and the 
amount is increasing every day, I suppose? 

Mr. Kous. Yes. There is a tremendous expansion which is in- 
volved. There are about 22 million kilowatts which have now been 
contracted for in generating capacity. 

I relate that to the 67 million. In other words, the United States 
is in the throes of expansion which is almost one-third of the electrical 
generating capacity, for the next 3 years. 

Mr. Cannon. What do you expect to be the the total generating 
capacity 1 year from now? 

Mr. Kors. The figure on the books would indicate about 5 to 7 
million more would go in. 


ANTICIPATED NEEDS 


Mr. Cannon. What do you expect to need in the even of war? 

Mr. Koxs. This thing could not be accelerated very much. The 
limiting factor is the capacity of the shops to produce the turbines. 
We have the data on that. 

There is none left in the next year, and none left in the year after 
that. There is a little beyond that. In other words, we have a 
schedule that shows how much open shop capacity there is. . The 
great limiting factor will be the capacity of these shops to produce. 


SUPPLY AVAILABLE 


Mr. Cannon. Do you think you have an ample supply in case of an 
all-out conflict? 

Mr. Kors. We figure that regardless of an all-out conflict we are 
going to be tight next year. In other words, 1952 does not look good. 
By 1953 it looks better. There is a time lag involved. In other 
words, we are getting into a period where between the time you con- 
ceive the generating station until you have it, is about 3 years. 

Mr. Cannon. There is an unsupplied demand at the present time? 

Mr. Koxs. Here is the situation in the country today; actually it 
differs area by area. They are getting along reasonably well in most 
parts of the country, of course, except in the Pacific Northwest, where 
they have had trouble. The water conditions have a tremendous 
effect on how well they do there. If they have good water conditions 
they get along pretty well. With bad water conditions they have to 
interrupt their loads. They have had pretty good water out in the 
Pacific Northwest, and have been getting along reasonably well, but 
it is a very tight area. 

FUTURE PROSPECTS 


Mr. Cannon. Whatever the prospects, for war or for peace, you 
are doing everything that can be done, and the industry is doing 
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everything that can be done to produce the maximum output, in any 
event? 

Mr. Kors. That is right, Mr. Chairman. There is a lot of indi- 
vidual initiative in these companies today, and they move in and 
place these orders for this capacity. There is a great spirit of progress 
in the industry in this matter. 


OBLIGATIONS FOR LOANS 


Mr. Cannon. What moneys will you require and what moneys will 
you expect to obligate by the end of the fiscal year under sections 
302 and 303? 

Mr. Koxs. I am not sure that I am familiar with those sections. 
Is that the loan section? 

Mr. Cannon. They provide for loans; yes. 

Mr. Kos. We will not have any. 

Mr. Cannon. You do not expect to make any obligations at all? 

Mr. Kors. No. 

Mr. Cannon. We discussed that a while ago. 


EMPLOYEES 


How many permanent employees do you expect to need in order to 
effectively discharge your responsibilities in the next fiscal year? 

Mr. Koxs. This fiscal year, or the next fiscal year? 

Mr. Cannon. Well, you had better make it the next fiscal year. 
What is your objective? 

Mr. Koxs. Mr. Chairman, our objective is somewhere between 150 
and 200. It may be closer to the 150, the way we see it. 

We have had experience with this thing in World War II, and the 
pattern is repeating itself. We are thinking of somewhere between 
those objectives. Certainly I cannot foresee, and none of my associates 
can foresee anything in excess of 200. 

Mr. Cannon. How much would that be in excess of your present 
force? 

Mr. Kous. We are at the present time of the order of 77 full-time 
full-paid employees, and we have a group of consultants. We are at 
about 91 now. 

Mr. Cannon. You see ahead of you no difficulty in securing the 
necessary and the qualified personnel? 

Mr. Kots. Well, the industry is going to have to supply it. We 
have had good cooperation all along the line. We have people from 
Government, from the private companies, from other sources. I 
think we can do the job. 

CONSULTANTS 


Mr. Cannon. You referred to consultants just now. How many 
consultants do you have at the present time? 

Mr. Kots. We have 15. 

Mr. Bouen. Thirteen at this moment. 

Mr. Koxs. Thirteen. 

Mr. Cannon. Do you expect to increase that number? 

Mr. Kors. Well, Mr. Chairman, that will probably fluctuate, 
depending upon the conditions. I do not foresee much of a change 
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in that figure in the near future, although the long-term objective 
might change, of course. Those people will come and go, and they 
can be replaced if qualified people are available on a salary basis. 
J do not expect much change in that picture over the next few months, 
at least. 

ADMINISTRATOR 

















Mr. Cannon. What is the salary of your Administrator? 
Mr. Kots. He is WOC. 
Mr. Cannon. I notice that no such position is shown in the detail 
of personal services. 
Mr. Kors. Our Administrator is serving without compensation. 
Mr. Cannon. Thank you, Mr. Kolb. 
Next is the Defense Fisheries Administration. Is Mr. James 
here? 
Mr. Norturop. Dr. James will be right in, Mr. Chairman, 


DEFENSE FISHERIES ADMINISTRATION 


WITNESSES 


DR. MILTON C. JAMES, ASSISTANT DIRECTOR 
FRED F. JOHNSON, PROGRAM DIRECTOR 

HAROLD T. SMITHER, ASSISTANT CHIEF, BRANCH OF BUDGET AND 
ADMINISTRATIVE MANAGEMENT 











Mr. Cannon. Dr. James, will you please give us briefly the func- 
tions and activities of your Department, and also tell us in what 
respect they differ from the Fish and Wildlife Service? 



















GENERAL STATEMENT 

Dr. James. The Defense Fisheries Administration, sir, is set up to 
apply the provisions of the Defense Production Act and the various 
Government actions arising from it ‘to the fishing industry in the same 
general manner as the Department of Agriculture would work in con- 
nection with agriculture, the other food-producing industry. 

The activities involve all the work called for under the Defense 
Production Act, namely, allocation and priorities, determination of 
materials requirements, the handling of loans and amortization appli- 
‘ations, and collaboration with other agencies such as the Office of 
Price Stabilization, in enabling them to perform their respective 
functions, and collaboration with the manpower agencies. This in- 
volves added functions over and above the normal routine work of the 
Fish and Wildlife Service in this field. 

Mr. Cannon. This is outside and in addition to the work done by 
the Fish and Wildlife Service. 

Dr. James. That is correct, sir. In numerous instances we will 
have to call upon the facilities of the Fish and Wildlife Service to per- 
form basic work which will enable the Defense Production Adminis- 
tration to perform its own functions in connection with the emergency 
actions. We will call upon the Fish and Wildlife Service to back us 
up, but we will not be duplicating anything performed by the Fish 
and Wildlife Service. 

Mr. Cannon. You will take over none of their personnel? 
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Dr. James. Some of their personnel will be transferred: In my 
particular case I am serving in a dual capacity. 

Mr. Cannon. But there will be no overlapping of jurisdiction in- 
your activities? 

Dr. James. No, sir. 


LOANS AND AMORTIZATION 


Mr. Cannon. In your justifications, Doctor, you indicate that one 
of your functions is developing recommendations for action by the 
Secretary of the Interior in connection with loans and accelerated 
amortization for fisheries production facilities. 

When was your activity set up? 

Dr. James. December 4. 

Mr. Cannon. What have you done along that line since that time? 

Dr. James. The action in that field has been rather limited. There 
have been three actual applications received in nominal amounts. 
We have more inquiries pending. However, the activity in that field 
is limited. 

Mr. Cannon. What type of facilities woud be involved? 

Dr. James. They would be interested in acquiring accelerated 
amortization or possibly loans for the construction of fishing vessels, 
or possibly the construction of processing plants, canneries, or some- 
thing like that. 

Mr. Cannon. It is only in the case of new construction, then? 

Dr. James. Very largely. 

Mr. Cannon. You do not anticipate very much of that? 

Dr. Jamezs. I do not anticipate very much of that. 

Mr. Cannon. Up to this time no particular interest has been shown 
in that feature of the work? 

Dr. James. Very slight, sir. The amount involved is not more 
than $500,000. 

Mr. Cannon. You do not anticipate abligating any large amount of 
money for that purpose before June 30? 

Dr. James. From what I can forecast, the amount will be very 
limited; yes, sir. The fishing industry apparently is not too well 
informed as to the availability of this assistance, and it has a traditional 
pattern of independence and does not seek Government aid. 

Mr. Cannon. It is an industry which is able to provide its own 
financing operations? 

Dr. James. It rather prides itself on that; yes, sir. 


EMPLOYEES 


Mr. Cannon. You say that you expect to have a total of 69 em- 
ployees by June 30. What is your employment as of today? 

Dr. James. 13. 

Mr. Cannon. You expect to expand from 13 to 69 during the 
remainder of the fiscal year? 

Dr. James. That is right. 

Mr. Cannon. What is the total employment of the Fish and Wild- 
life Service. 

Dr. James. Including the field staff I think it is close to 2,900. I 
would have to check on that figure. It is something like 3,000. 
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Mr. Cannon. Do they expect to expand their force as a result of 
the defense activities? 

Dr. Jamxs. Only to the extent that is shown here in this breakdown 
of facilitating services. e expansion in the Fish and Wildlife Service 
which would be financed from the funds set forth here is a total of 23 
by the end of the fiscal year. 

Mr. Cannon. Is it possible that you might not need all of the 69 
men in the force you are anticipating? 

Dr. Jamgs. I think, Mr. Chairman, that would be contingent on 
some of the developments which come from the other defense agencies. 
For instance, if there is such a thing as a controlled-materials plan 
comparable to what was in existence during 1942 to 1945 I think we 
would require those people, because there is a large amount of work 
involved in that. We have to determine the requirements of the fish- 
ee and possibly allocate these materials to them. 

Mr. Cannon. You are expanding slowly enough and cautiously 
enough to avoid any accretions of personnel that will not be actually 
required? 

Dr. James. I honestly believe that we are. 

Mr. Cannon. Thank you, Doctor. 

We will take up next the Defense Minerals Administration. 


DEFENSE MINERALS ADMINISTRATION 


WITNESSES 


DR. JAMES BOYD, ADMINISTRATOR 

L. B. MOON, CHIEF, MINERALS DIVISION, BUREAU OF MINES 

H. M. BANNERMAN, ASSISTANT CHIEF GEOLOGIST, GEOLOGICAL 
SURVEY 

W. E. RICE, CHIEF, ADMINISTRATIVE DIVISION, BUREAU OF MINES 

KENFIELD BAILEY, CHIEF, BUDGET AND FINANCE BRANCH, BUREAU 
OF MINES 


Mr. Cannon. Dr. Boyd, I note that approximately one-half of 
your request here is for two of the regular agencies of the Department. 
What is the working relationship eat these two agencies, the 
Bureau of Mines and the Geological Survey? 


GENERAL STATEMENT 


Mr. Boyp. Mr. Chairman, in setting this thing up in the regular 
agencies of Government we attempted to make the most possible use 
of the two agencies of the Department of the Interior which deal with 
the minerals field. 

I am the Director of the Bureau of Mines, and I still remain that. 
Our relationship with the Geological Survey is done by very close 
coordination and utilization of their staff so far as we possibly can to 
carry out the functions of the Defense Minerals Administration. 

For instance, in the Bureau of Mines I utilize the administrative 
forces. We did not set up an administrative force in the Defense 
Minerals Administration. We added a few secretaries to take on the 
additional burden of handling the Defense Minerals Administration. 
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In the field we set up joint teams headed by either a Geological 
Survey man or a man from the Bureau of Mines, whoever was most 
experienced in the region to do our field work for us. 

We need to have examinations made of these individual projects. 
We submit them to the executive officer of this field team to utilize 
either the Geological Survey or the Bureau of Mines’ staffs. 

Mr. Cannon. The people to whom those requests are sent are part 
of your set-up? 

Dr. Boyp. The people to whom we submit them are still under the 
Department, sir. 

Mr. Cannon. They are not under your jurisdiction? 

Dr. Boyp. Except those in the Bureau of Mines. I am still the 
Director of the Bureau of Mines, and they are under my jurisdiction. 

When the Defense Minerals Administration finds that it needs a 
survey made, they turn it over to a team of the top staff of the Bureau 
of Mines and Geological Survey, and that is done so that they can 
issue direct authorization to the field. 

Mr. Cannon. What is done with the Geological Survey? 

Dr. Boyp. Both do the same. 

Mr. Cannon. The same is true of the two of them? 

Dr. Boyp. Yes, sir. 

LOANS 


Mr. Cannon. What amount do you expect to commit under sec- 
tions 302 and 303? Those are the loan provisions for this program. 
How much do you expect to commit for the balance of the fiscal year? 

Dr. Boyp. Well, Mr. Chairman, I am sorry that I did not have this 
document before me yesterday. I think I can make that much more 
clear this morning, if you would care to have me review that for you. 
It might be well to take the document you had before you yesterday. 

Mr. Cannon. It is not necessary to go into the details at this time. 
The members of the committee will take that up later. Just give me 
in a general way what your total commitments will be under these 
two sections for the remainder of the fiscal year. 

Dr. Boyp. For the balance of the fiscal year under section 302 we 
expect to be able to enter into contracts which will require Government 
funds or loans on the order of $160,000,000. The figure you have here 
is $165,950,000. I have been over the individual contracts. Most of 
them are already in the mill, and we are negotiating the contracts. 
I think we can discount that about $5,000,000. 


DETAILS OF PROGRAM 


Mr. Cannon. You discussed yesterday some of the details of your 
program. Can you give us today a little further explanation of your 
responsibilities and of the programs which you are outlining under 
these two sections? 

Dr. Boyp. Yes, sir. Our responsibilities are for the increasing of 
the supply of the mineral raw materials exclusive of the fuels to meet 
the military programs plus the increased general economy of the 
Nation. 

We do that by establishing programs in each of the commodity 
fields. We get the requirements from the Defense Production Admin- 
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istration and we, ourselves, estimate the supply from all sources, 
domestic and foreign, and the balance between those two we plan a 
program for, to fill the gap. We have to do this on a long-range basis. 

Mines are not put into production overnight, if they do not exist 
today. Most mines which are producing critical raw materials are 
working at top speed at the moment and have been doing so for the 
last year or more. Any expansion will come from the development of 
new mines, either from the known deposits or deposits that we must 
discover in the time period. 

We are planning this over a period of 5 to 10 years in advance, in 
order to make allowances for the loss of production from the existing 
deposits, and as they are depleted we need to bring new mines into 
the picture. 

Also, there is an increasing demand for these materials, both from 
the military part of the program and for the domestic economy. 
Our plans must be prepared 5 to 10 years in advance in order to get 
mines into production by the time they are needed. 


PRODUCTION 


Mr. Cannon. The Solid Fuels Administration tells us that their 
problems are problems of overproduction rather than underproduc- 
tion and that they have most of the fuels with which they deal in 
surplus supply rather than in a deficit. What is the situation with 
respect to the minerals with which you deal? Is there an oversupply 
or an undersupply? 

Dr. Boyp. We deal with probably 150 different materials, with 
different industries involved. Except for such things as sand and 
gravel and the common commodities I know of no mineral raw 
material that today is in an oversupply. Every one of them is short. 
They are short now. 

Mr. Cannon. Off the record. . 

(Discussion off the record.) 

Dr. Boyp. The metals and the industrial raw materials such as 
mica, quartz, and the metals such as copper, lead, zinc, tungsten, 
chromium, and so on, are short. 

Mr. Cannon. You have nothing in an oversupply, and all of them 
are in short supply? 

Dr. Boyp. That is correct. 


PROGRAM TO MEET DEMANDS 


Mr. Cannon. What steps are you taking to bring them up to 
demand? 

Dr. Boyp. We have analyzed in most cases the programs that now 
face us, as to the requirements and the supply situation. We have 
asked for proposals from industry for Government assistance, if they 
need that, for expansion. In many cases we have talked to the 
companies directly and they are going ahead on their own without 
Government assistance. 

There are some 900 specific projects before us today which we will 
fit into these programs for expansion. 
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The presentation you have here covers the ones in the mill either 
completed or near completion, in the form of a loan, procurement 
contract, or a guarantee of a loan. We utilize those mechanisms 
for bringing in additional mines to close the supply requirements gap. 


BACKLOG OF APPLICATIONS 


Mr. Cannon. Have you a considerable backlog of applications at. 
this time? 

Dr. Boyp. Yes, sir; we have. I cannot tell you as of this moment, 
but they are coming in quite rapidly. As I said, I have over 900 
applications. I think we have acted on much more than 100. We 
have rejected a number, however. 


LOANS WITH NO SPECIFIED AMOUNT 


Mr. Cannon. What do you mean by “loans with no specified 
amount”’ to which you refer in your justifications? What character 
of a loan would that be, and what would be its purpose? 

Dr. Boyp. Loan without amount? 

Mr. Cannon. “Loan with no specified amount.” 

Dr. Boyp. Oh, I see. Some of these loans come in here without an 
amount. 1 will show you a list of the loans, sir. I brought that 
along today. Here is a list for a certain period of applications before 
us for loans. That shows the amount of money immied which they 
are requesting to put those mines in production. Some of them come 
in as a proposal where they have not yet been able to work out the 
details, and do not know how much of an actual loan they will require, 
or whether they will require a loan at all, if we can give them a pro- 
curement contract. They may be able to get it financed themselves. 

Mr. Cannon. The amount of such a loan, if granted, would be a 
matter of negotiation? 

Dr. Boyp. That is right, sir. 

Mr. Cannon. Thank you, Dr. Boyd. 


ESTIMATED COMMITMENTS DURING 1951 


Dr. Boyp. Mr. Chairman, I did not finish one request you asked of 
me, as to what we expect to commit under section 302. 

The figure I gave was $160 million under section 302. It is in 
direct Government loans on contracts now under negotiation before us 
today. 

Under section 303 we would have a requirement for the rest of this 
fiscal year of approximately $4% million for small spot procurements. 
and so forth. I can give you the details, if you care to have that. 

Then there is a $10 million exploration fund. That would be for a 
large number of small contracts for exploring for new deposits. I 
think we can commit that by the end of the fiscal year. I would not 
gana it, but I think that maybe within 10 or 20 percent we can 

O it. 

Mr. Cannon. That would require an aggregate of how much by the 
end of the fiscal year? 

Dr. Boyp. That will require $160 million plus these others, a total 
of $174,500,000. 
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OBLIGATIONS 


Mr. Cannon. Do you expect to obligate that amount by the end of 
the fiscal year? 

Dr. Boyp. Yes, sir. Most of that will be in the form of loans which 
will be repaid to the Government. 

Mr. Cannon. Thank you, Dr. Boyd. 

Next will be the Petroleum Administration for Defense. 


PETROLEUM ADMINISTRA1ION For DEFENSE 


WITNESSES 


BRUCE K. BROWN, DEPUTY ADMINISTRATOR 

FRANK WATTS, DIRECTOR, MATERIALS DIVISION 
WILLIAM F. LITTLEJOHN, ADMINISTRATIVE OFFICER 
NORWYN W. WILSON, BUDGET AND FINANCE OFFICER 


Mr. Cannon. Mr. Brown, we would be glad to have you tell us 
briefly something about your program. What are your objectives 
and what steps do you expect to take to reach those objectives? 


GENERAL STATEMENT 


Mr. Brown. Under the establishment of the Petroleum Admin- 
istration for Defense, we have three industrial areas in which we are 
responsible for defense mobilization. These areas are the domestic 
oil industry, foreign oil insofar as it is concerned with American-owned 
or American-controlled companies or friendly foreign companies, 
particularly from the standpoint of necessary materials supply to the 
companies and necessary oil from foreign sources, and the gas industry. 

In World War II the production of natural gas was handled in the 
Petroleum Administration for War, as indeed it had to be, because 
you never know, when you drill a successful well, whether you will 
get oil or gas. You usually get both. 

The transmission of gas and the distribution of gas and the manu- 
facture of artificial gas was, at that time, a responsibility of the War 
Production Board. Under this mobilization, Secretary Chapman was 
delegated the same authority for gas as for oil. ile we call this 
the Petroleum Administration for Defense, it really has full respon- 
sibility for all phases of the gas industry as well. 

We are organized for administering these defense responsibilities 
with three grand operating divisions; one for foreign oil, one for 
domestic oil, and one for gas, each under an assistant deputy adminis- 
trator. 

Mr. Cannon. Those operate in the same territory? 

Mr. Brown. Yes. Our principal problems are, of course, the 
obtaining of materials for uninterrupted production of oil and gas, 
for the completion of oil pipelines and gas pipelines across the country, 
and the production of aviation gasoline and jet fuels. 

There are general housekeeping jobs. So long as we can keep 
materials flowing to the industry and so long as manpower does not 
get too short we would anticipate that they can solve most of the 
defense preduction problems themselves. 

I mentioned yesterday that we have not had loan problems of the 
size that the Minerals Administration has had as yet. We do have 
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the certificate of accelerated tax amortization matter with us. We 
have only about $25 million worth of tentative or potential loans 
under the Defense Production Act. 

We have rejected the request for loans to look for oil and gas, 
for reasons that I mentioned yesterday. We have rejected some 
applications for defense loans for refining, although we think that 
in most cases the people will go ahead with regular RFC loans. 
er were simply asking for more money than we think they should 
ave. 

We have certified for tax amortization some of the refineries that 
sought Government loans that we rejected. We have four refining 
loans pending for $10 million. We have one miscellaneous loan 
of $710,000 for some oil-well equipment. 

Mr. Cannon. Your loan responsibilities are a small part of this? 

Mr. Brown. Relatively light. I think that figure of $25 million 
is quite apt to be in the ball park of what we will want to commit. 

Mr. Cannon. You probably will not commit in excess of that 
amount before the end of the fiscal year? 

Mr. Brown. No, sir. 


TAX AMORTIZATION 


On the certificates of accelerated tax amortization, we have recom. 
mended 28 with a total of $104 million. They have been almos 
without exception in one of two classes. Many are to spur increase 
in the basic refining capacity of the United States. We have made * 
finding, and the military have joined us in that finding, that we shoul® 
have a million barrels per day of more refining capacity than w‘ 
have now. The certifications have related either to basic refinin® 


capacity, or they have related to rehabilitation of wartime plants® 
to make 100 octane gasoline, alkylate, and things of that kind. ’ 
(The following was submitted for the record:) 


THE TAX COST OF ACCELERATED AMORTIZATION 


To date, 396 applications for certificates of necessity for facilities costing an 
estimated $2.48 billion have been received by the Department of the Interior. 
The cost to the government of these facilities during the next 5 years will equal the 
tax loss due to allowance of a deduction for accelerated amortization. The dollar 
tax loss will depend on (1) the rate of accelerated amortization allowed and the 
extent to which this exceeds normal depreciation and (2) the corporation tax rates. 

With respect to (1), recommended rates in cases already acted upon have 
averaged 85 percent. It may be that in some subsequent cases, somewhat lower 
rates may be involved. It will be assumed, therefore, that the average rate for 
accelerated amortization for the applications on hand will be 75 percent. The 
normal life of the facilities involved will be assumed to be an average 25 years. 

With respect to (2), it will be assumed that for the next 5 years, present corpora- 
tion tax rates will continue—i. e., a corporation normal and surtax of 47 percent, 
an excess profits tax of 30 percent, and an over-all limitation of tax of 62 percent. 

On the basis of the foregoing, applications on hand in this Department will 
cause the following revenue loss over the next 5 years due exclusively to aecelerated 
amortization: 

5-year 

revenue 

loss (in 

billions) 
If applicants on average are subject only to normal and surtax (47 per- 

NG ie Pe ee be a J a a $0. 641 
If applicants on average are subject to normal tax, surtax, and excess 

profits tax (77 percent) 1. 050 
If applicants on average are subject to over-all limitation (62 percent)... 846 
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The foregoing data are computed as follows: 
Billions 
(1) Cost of facilities 32. 480 
(2) Additional amortization allowed: 
(a) Accelerated amortization allowed (75 percent of (1)) . 860 
(b) Less: Normal depreciation (4 percent of (1) for 5 years)_.___  _. 496 
(c) Excess of (a) over (5) . 364 
(3) Tax on (2) (e): 
(a) at 47 percent tax rate . 641 
(b) at 77 percent tax rate . 050 
eae . 846 
In other words, the net cost during the next 5 years to Government of accelerated 
amortization for $2.48 billion of facilities under the assumptions stated above may 
be estimated at from $641 million to $1.05 billion. If after the 5-year period 
present tax rates, and profitability were to continue, some of this revenue would 
be recouped but at most this would be the tax on the normal depreciation which 
corporations would have been able to claim had they not amortized the cost of 


the facilities over 5 years. Under the assumptions stated above, the tax re- 
couped would be from $47 million to $76 million per vear. In order for the 
Government to recoup the taxes lost during the next 5 years with respect to the 
facilities involved, present tax rates and profits would have to be continued for 
approximately the next 20 years. 


STATE OF PETROLEUM RESERVES 


Mr. Cannon. What is the state of our reserves, Mr. Brown? 
What has been the history of our petroleum reserves since the close of 
the war in 1945? 

Mr. Brown. Since 1945, sir? There was a downward trend in the 
development of reserves immediately after the war. That was due 
largely to the fact that there had not been material available during 
the war to drill as many wildcat wells as might have been drilled. 

Subsequent developments have been such as to bring the reserves 
back in as good a shape as they ever have been. We are always talking 
about running out of oil, but we never do. We still have about a 
13-year supply, the same as we had 20 years ago. I think it is about 
24 billion of crude and about 4 billion of natural gasoline and other 
liquid hydrocarbons, or the equivalent. 

However, there has been a vast change in the picture. When we 
entered into World War II we had approximately a million barrels 
per day of excess producing capacity, over the uses which were being 
made of that by the country at that time. That was at the time we 
entered the last war. In other words, we could have easily produced a 
million barrels per day more crude oil from the known developed 
reserves. 

We are entering this period with a much smaller reserve capacity. 
There is an argument about whether it is a quarter million or 500,000 
barrels of reserve a day. More important, when we entered this 
mobilization period we were already importing about a million barrels 
of petroleum a day into this country. 

In other words, out of a total use of petroleum in the United States, 
which rose from about 4 million at the start of World War II to about 
7 million now, we are only getting about 6 million out of our own 
country, and we are moving in about a million barrels a day. 
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PRESENT PROGRAM 


Mr. Cannon. What is your program? Are you trying to protect 
our Own reserves and increase imports? 
Mr. Brown. Our program is to try to stimulate the search for and 


the development of new reserves in this country, and to build a. ~ 


million barrels per day more refining capacity, and to build quite a 
lot of special equipment to make jet fuels and aviation gasoline. 


ANTICIPATED SHORTAGES 


Mr. Cannon. You do not anticipate any serious shortage of pro- 
duction in the event of world conflict? 

Mr. Brown. Yes. It depends on the submarines, sir. You will 
recall, I am sure, what happened to us in 1942. 

Mr. Cannon. They practically drove our tankers from the Atlantic 
during the last war. 

xi Brown. In the first part of it they did. They interrupted the 
supplies. 

Now that we draw so much off from Venezuela, a submarine block- 
ade would be an even more serious thing for us. Of course, there 
are other things that can happen in a war that would be still more 
serious. 

Mr. Cannon. Barring that contingency, you think we will have 
ample supply? 

_Mr. Brown. Well, we have, I believe, ample supplies for mobiliza- 
tion. 

I think I had better go off the record. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 


BOTTLENECKS 


Mr. Cannon. Where are these bottlenecks, Mr. Brown? Are they 
in production, or in refining, or in securing the necessary materials that 
you mentioned just now? 

Mr. Brown. Well, Mr. Chairman, I believe you have stated gen- 
erally the bottlenecks. They are in production, refining, and securing 
necessary materials. 


EXPANSION OF PROGRAM 


Mr. Cannon. Are you planning to expand your program for pro- 
duction? 

Mr. Brown. Yes, Mr. Chairman, there is an anticipated increased 
program in this field. 

Mr. Cannon. What is the salary of your Administrator, Mr. 
Brown? 

Mr. Brown. In the Petroleum Administration, Secretary Chapman 
serves as Administrator. I am his deputy. I serve without com- 
pensation. We have in our agency one grade 18, $14,000 job which 
is filled by a man acting as Assistant Deputy and General Counsel. 

Mr. Cannon. We deeply appreciate, and | think the public appreci- 
ates, men like yourself who make this sacrifice to serve their country 
in time of need. 
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How about consultants, how much money have you for consultants? 

Mr. Witson. No particular amount is established as a figure in 
the budget. 

Mr. Brown. We have very few paid consultants, Mr. Chairman. 
That is an indirect answer to your question. We have at the present 
time 31 individuals who are working without compensation, but of 
that 31, only 14 are in administrative and executive positions. We 
have 17 part-time consultants receiving no compensation. We have 
five men who are paid only when they work, one of whom is soon 
going on the payroll anyway as a regular Government employee 
and one of whom has not worked for months, so that I am not paying 
out much money on consultants. 

Mr. Cannon. You do not anticipate any increased expenditure in 
that respect? 

Mr. Brown. On consultants? 

Mr. Cannon. Yes. 

Mr. Brown. No, sir, because if we cannot get them on Govern- 
ment salary we can get them without compensation. 


OFFICE OF THE SECRETARY 


Mr. Cannon. Office of the Secretary, Mr. Wolf. 

Mr. Wolf, what were your estimates for the regular 1951 appro- 
priation? 

Mr. Wo tr. We are asking for a total in this current fiscal year of 
approximately $224,000 for the fiscal year 1951, that is, up to June 30. 

Mr Cannon. That is your regular appropriation, is it, for the 
Office of the Secretary? 

Mr. Wo tr. That is just for the defense activities. 

Mr. Cannon. What we want is your regular 1951 appropriation 
for the Office of the Secretary. 

Mr. Wotr. Mr. Northrop can answer that question. 

Mr. Norrurop. That amount is $2,315,000. 

Mr. Cannon. And what personnel? 

Mr. Norrurop. This is subject to correction, but the personnel is 
right around 300 in the Office of the Secretary on the regular rolls. 

Mr. Cannon. Are all of your 1951 positions filled at the present 
time? 

Mr. Norrurop. There are a number of vacancies only because of 
the fact that we have two secretarial positions vacant at this time. 

Mr. Cannon. You expect them to be filled very shortly? 

Mr. Norturop. That is right, sir. 

Mr. Cannon. In other words, then you will have your full comple- 
ment of 1951 personnel? 

Mr. Norrurop. Yes, sir. 


SERVICE RENDERED TO DEFENSE UNIT 


Mr. Cannon. What type of service, Mr. Wolf, do you expect to 
render to defense units, taking the work of your 60 employees, and I 
believe you say you expect to have 60 by June 30? 

Mr. Wo tr. Yes, sir; there will be approximately 60 persons em- 
ployed in defense activities in the Office of the Secretary. 

Mr. Cannon. Just how do you expect to employ them? 
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Mr. Wo tr. They are going to be divided generally in these cage- 
gories: About half will be attached to the regular units in the Office 
of the Secretary which provide the administrative and housekeeping 
services of the defense agencies 

Mr. Cannon. In other words, they will take care of the standard 
overhead? 

Mr. Wo tr. That is right, the job of administrative management, 
the stenographic pools, the duplicating jobs, and things of that sort. 
About half of them will be concerned with the program of coordination 
and direct assistance to the Secretary in carrying out the scope of the 
jobs which have been described to you by the five administrators. 
You see, the Secretary of the Interior cannot very well be divided 
into five pieces. He has responsibilities for petroleum, electric power, 
solid fuels, minerals, and fisheries, and he is called upon in a number 
of fashions to account for the entire scope of his activities at Cabinet 
meetings; he is a member of the Defense Mobilization Board; he is 
in frequent consultation with General Harrison and Mr. Wilson and 
others who call on him for advice concerning the total area of our 
responsibility. In addition, in dealing with his five administrators 
it is not possible for him every day, all day long to consult with them 
personally. 

In this matter of attempting to set a policy which will guide these 
administrators it is not possible for him to sit down and consult from 
morning to night with each one of them, so that the purpose of half 
of this staff, of the half which we describe as the defense production 
staff, is to advise generally on these program and policy matters. 

Mr. Cannon. Thank you, Mr. Wolf. 





DerensE Soutip Furets ADMINISTRATION 


Mr. Cannon. We will take up now in detail the Defense Solid 
Fuels Administration. Mr. Kirwan. 

Mr. Krrwan. You have done a pretty good job there, Mr. Chair- 
man. 

Mr. Cannon. But you are an expert on it. 

Mr. Kirwan. No; I am not at all. 

Mr. Cannon. You know more about it than probably anybody in 
the House. 

Mr. Kirwan. Do you have in mind the use of much anthracite 
coal for coking purposes? 

Mr. Conner. No; very little. It has been used in a mixture with 
some other coals during the war, but as a general thing it is not used. 

Mr. Krrwan. You do not intend to use much coking anthracite for 
that purpose? 

Mr. Conner. No. 

Mr. Kirwan. Now, in the recovery of manganese, what are you 
doing in that? 

Mr. Conner. That is in Defense Minerals, under Dr. Boyd. 

Mr. Kirwan. It is not in your field? 

Mr. Conner. No, sir. 

Mr. Kirwan. As was stated earlier, you have to train miners and 
everybody else who works in the mines? 

Mr. Conner. Yes, sir. 

Mr. Kirwan. You know the means of production well, and you are 
not going to put anybody in the mine who is going to have a hand in 
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the production of coal unless he is pretty well trained, much more 
trained than a bricklayer and other workers. 

Mr. Conner. You cannot expect to get any efficient work out 
of him until he has learned his job. 

Mr. Krrwan. And learned it well. 

Mr. Conner. Yes, sir. 

Mr. Kirwan. I have no further questions. 

Mr, Cannon. Mr. Whitten. 








SL OCKPILING OF SOLID FUELS 


Mr. Wurrren. Mr. Conner, it takes a man who perhaps knows a 
little about it to ask the questions that I am going to ask, but listen- 
ing to this testimony it would appear that most of the effort, through 
this series of agencies and departments, is toward increasing produc- 
tion by assuring that our capacity is such as to meet the emergency 
in which we are now, and such future emergencies as might arise. It 
has to do with capacity more than it does with the accumulation of 
stockpiles. 

I believe your statement to the chairman was that the present pro- 
duction of soilid fuels substantially meets our needs and rather than 
shortages we have an adeuate supply as of today, is not that right? 

Mr. Conner. That is correct. 

Mr. Wuirren. What efforts, if any, are made to lay up stockpiles 
so as to not be dependent on these situations which you have men- 
tioned, such as strikes, labor unrest, and such other things as might 
arise? J am not trying to put you on the spot on what has been, in 
times past, somewhat of a critical problem, that is, the relationship 
between the mine owners and the miners. What I am leading up to 
is as to whether it would not be wise, if we are expanding production 
facilities to meet an emergency, to go further and provide for our 
security. Now, the expansion of production capacity means nothing 
if the capacity is not used. 

I realize that if the Government passed legislation or provided funds 
or set out on a program of buying coal and laying up a huge supply 
of it that you might thereby create labor unrest, because it weakens 
their bargaining position, but if those solid fuels which were pur- 
chased belong to the Government so that they could not be used in 
this clash between mine owner and labor unions, certainly it would 
do much to provide real security in time of emergency, and I wonder 
if we should not be doing that rather than looking strongly toward 
the capacity proposition which would mean nothing, if it were not 
used. 

Mr. Conner. In answer to that I would say as a general rule that 
it is not practical to stockpile coal for any considerable period of time. 
or in any considerable quantity because of the chemical reaction in 
the coal itself which tends to cause spontaneous combustion and 
burns your stockpile up. Some things can be done, such as driving 
pipes down into it for ventilation, which would make it last for a 
longer period and eliminate that to some extent, but as far as stock- 
piling it at the mines is concerned, most of the mines in areas where 
we have coal of a quality that could be stockpiled for a short time 
are in rather rugged, mountainous territory where we do not have the 
space to stockpile it in the first place. 
80820—51—pt. 1——14 
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Now, the industries generally, such as steel, coke, utilities, power, 
and other industries do carry stockpiles of coal at their own) plants, 
and I think today we have somewhere around between 72,000,000 
and 75,000,000 tons in stockpiles, but that is not equally distributed. 
One fellow may only have enough room at his plant to take care of 
him for 10 days or 30 days, while somebody else can stockpile to last 
him for 90 days. So that 72,000,000 tons representing about. be- 
tween 50 and 60 days’ supply does not mean anything when you get 
down to an average figure, because the little fellow does not have the 
room or the capital to stockpile his coal. He just does not have the 
necessary capital to put in to be stockpiled, and as a result he would 
run out before the other fellow would. 

Mr. Wuitten. Well, I recognize, as even a layman without experi- 
ence in this field, the problem of stockpiling, but also from just a 
casual observation I know of certain industries that keep coal for a 
much.longer period than you indicate from your statement, not that 
you intend to misrepresent it in the least. 

If the mines closed down it would not be a week before some of 
your major industries would be crying about shortages. It would not 

e another week until we would be cutting down on the number of 
trips the trains were making. 

Actually it strikes me that stockpiles could be maintained far 
beyond the 2- or 3-week period, and-I am wondering if we are giving 
proper attention to that very essential part of our preparedness, The 
trouble I try to point out here is getting one man to do a job today, 
and another to do another thing, and having one group in one place and 
another group in another place which has to do with capacity, which | 
presume is your problem, to see that we have adequate capacity, and 
yet when they stop production you have no control of it and neither 
do I. 

Mr. Conner. If you knew you wanted to stockpile for 90 days or 
6 months, or something like that, you might be safe in going ahead 
and doing it. If you are talking about stockpiling for a year’s time 
and that you are going to withdraw from that reserve, I think it 
would be impractical to do that because of the risk involved, 

Mr. Wuirren. I am just trying to say attention should be. given 
to a rotating stockpile, just judging from past experience with the 
solid-fuel situation, that as much attention ought to be given to that 
as to having productive capacity. 

Mr. Conner. Mr. Whitten, we are giving study to that very thing, 
to see if we can work out a practical way of doing it, but we have 
not found any practical way of doing it up to this time. 

During the last war we did stockpile some anthracite coal. It was 
fines that they had to move away from the mines in order to keep 
the mines in operation. The Government took it over and later 
sold it at a loss. In the case of anthracite you can stockpile it, but 
in the case of bituminous coal you cannot. 

Mr. Krrwan. It catches on fire. 

Mr. Conner. Yes; and if you are talking about lignite. coal it 
slacks and oxidizes in the weather, you lose your values in it. 

Mr. Wuairren. That is all. 

Mr. Cannon. Mr. Taber. 

Mr. Taser. There are lots of people who carry a 6, 8, 10 months’ 
or a year’s supply, are there not? : 
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Mr. Conner. Mr. Taber, I would say that anything over 6 months 
would be exceptional. I do not believe that industry generally does. 

Mr. Taser. Where it is enclosed you do not have as much of that 
fire hazard as you do where it is out in the open. 

Mr. Conner. I do not know of any place—I have never had any 
experience with stockpiling it enclosed. I do not know of an instance 
where it has been done. 

Mr. Taser. Well, I know of places where they carry it in an en- 
per stockpile for a year. I have never known them to have any 
trouble. 

What was your experience prior to your coming to this position? 

Mr. Conner. Well, for 6 months before coming over here, Mr. 
Taber, I was retired. I retired after some 23 years’ service as manager 
of the mining division of the Armco Steel Corp. in West Virginia and 
Kentucky also, manager of mines there. Before that time I was for 
9 years general manager of the R. R. Smith Coal Co. in eastern Ken- 
tucky. Before that for 4 or 5 years I was with the Solvay Collieries 
Co. 

My time before that was spent in engineering work and in a super- 
visory capacity with the H. C. Frick Co., the Pittsburgh-Buffalo, and 
other companies. 

Mr. Taser. Now, you envision your activities largely in the per- 
sonnel problems of the mining companies and seeing that transporta- 
tion is available to them, do you not? 

Mr. Conner. Yes; and also making sure that the mines are pro- 
vided with the mining machinery, equipment, materials which must 
be used, and the repair and operating supplies that are necessary, 
transportation, and planning for such emergencies as we can foresee 
that might happen. 

Mr. Taser. Production at the present time is running on the basis 
of about 500,000,000 tons a year, is it not? 

Mr. Conner. We anticipate that production for this year will 
reach 560,000,000 tons. It was 506,000,000 tons last year, or about 
that. That may be changed by revised figures. 

Mr. Taser. In hard coal you expect to get what? 

Mr. Conner. About 50,000,000 tons. I think we produced 44,- 
000,000 tons last vear. I think it was around 44,000,000 tons last 
vear. 

Mr. Taser. And the present production of hard coal is down quite 
considerably from what it used to be years ago? 

Mr. Conner. Yes; from what it used to be years ago. 

Mr. Taser. It was up as high as 100,000,000 tons a year at one 
time? 

Mr. Conner. I believe that is true, Mr. Taber. 


APPLICATIONS FOR LOANS 


Mr. Taper. Now, you said that you had applications pending for 
loans on these coke situations. How many of those applications do 
you have presently pending? 

Mr. Conner. We received in January 37, and in February we re- 
ceived 24, making a total of 61 applications altogether, for necessity 
certificates. 





210 


NUMBER LOANS PROCESSED 


Mr. Taser. And how many of those have so far been processed, 
either rejected or granted? 

Mr. Conner. Eight of those so far. I might say this, Mr. Taber, 
that we were one of the last agencies to be activated. We did not get 
into operation until December 7, and in that period we had to get 
organized, get space, get furniture and make our plans, and up until 
the middle of January, you might say, we were just functioning on a 
basis of figuring what we could do and when we could do it. 

These applications for the certificates of necessity in the meantime 
had been backing up, and were more or less dumped into our laps in 
a heap, and until we got the necessary people to process them, why, 
we were not able to do very much on them, and then we were ham- 
pered somewhat by this virus flu which laid low a couple of our men 
who were experts on them, and that is the reason we have not made 
more progress on them. However, they are being processed at a 
much more rapid rate now. 

Mr. Taser. How many of those have been allowed, and for how 
much money, that is of the eight you have processed? 

Mr. Conner. Are you talking about loans, Mr. Taber? 

Mr. Taper. Yes. 

Mr. Connor. On the loans we have had only five applications for 
loans. One of those is for byproducts ovens, one is for a new type of 
coking process, one is for the rehabilitation of beehive coking ovens, 
one is for the construction of coking ovens, new beehive coking ovens, 
and one is for a strip deep mining proposition. 

None of those have been passed. They are still in the state of being 
processed. Some of them have been sent back to the applicant for 
data which we have not received as yet. In the case of two of them 
we are waiting for further information. 

Mr. Taser. There have been no loans on those? 

Mr. Conner. That is right. 

Mr. Taser. What are those applications that you told us about? 

Mr. Conner. Those were certificates of necessity, and amortiza- 
tion, accelerated depreciation. 

Mr. Taser. That does not involve a loan of funds or anything of 
that character? 

Mr. Conner. No, sir. 

Mr. Taser. That is one of the things that would result without 
anything other than normal operations of companies where they had 
increased their range and increased their capacity to meet prospective 
increased production? 

Mr. Conner. That is correct. 

Mr. Taser. Is that it? 

Mr. Conner. That is correct. 

Mr. Taser. Now, as to coal, you are not expecting to make any 
loans on account of coal? 

Mr. Conner. I think that it would be an extremely rare instance. 

Mr. Taper. It would be pretty rare? 

Mr. Conner. It would have to be a byproduct of coal in the first 
place. There certainly would be no loans made at this time either for 
domestic use of either bituminous or anthracite, and there certainly 
would be none for steam or industrial coal, because that is in plentiful 
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supply. If there is an instance where it is necessary on account of the 
transportation problems involved, where it seems it would be advisable 
to open up a mine or establish coke ovens in a particular spot to relieve 
the shortage, then that might be favorably considered. 

Mr. Taser. But you know of no such situation at present? 

Mr. Conner. Yes, sir; I do. 

Mr. Taser. You do? 

Mr. Conner. I do. 

. Taper. What would that involve? 

. Conner. That would involve, as far as we are concerned now 
the approval of the amortization at such rate as we might deem 
advisable. 

Mr. Taser. It would not involve a loan? 

Mr. Conner. No loans; no, sir; that is on a certificate of necessity 
and amortization. 

Mr. Taser. As to section 303 funds that is where you enter into 
contracts to get coal out of season. Are you anticipating anything 
of that character currently? 

Mr. Conner. No, sir. 

Mr. Taser. Or within the period of this fiscal year? 

Mr. Conner. No, sir. 

Mr. Taser. Are we supposed at this time to ask whatever questions 
we have to ask? 

Mr. Cannon. Yes, go into details at this time. 


PERSONNEL REQUIREMENTS 


Mr. Taser. Now, Mr. Connor, I am interested in a little informa- 
tion about your personnel and your personnel requirements. I am 
wondering what you can give us about that at the moment. How 
many people do you have presently on the roll? 

Mr. Conner. Yes, sir; I can give you that information. At the 
present time, Mr. Taber, we have 49 regular employees, we have 
2 consultants on a w. ae. basis, when actually employed, and 7 on the 
w. 0. c. basis, that is, without compensation. 

Mr. Taser. You have a request here for an average number of 
102 during the year. I just wonder how that could be. How many 
do you expect to take on in your regular activities? 

Mr. Conner. Up to the end of March, during the present month, 
we expect to add about 24 people. 

Mr. Taper. 247 

Mr. Conner. Yes, sir. 

Mr. Taser. Why do you need to do that? 

Mr. Conner. Well, Mr. Taber, we have a number of things at the 
present time which are going to require additional activities on 
our part. 

Mr. Taser. What, for instance? 

Mr. Conner. For instance, in connection with the requirements for 
searce material, and machinery and equipment, materials for mainten- 
ance, repair and operating supplies, all of which are causing a very 
much increased load on us now, with the manufacturers and the 
operators both coming in with requests for increases in their allot- 
ment of these materials, which we have to take up with the NPA. 
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Mr. Taser. Do they not take them up direct with NPA? 

Mr. Conner. No, sir; they come to our agency. Our agency is 
the claimant agency for the operators. 

Mr. Taser. For all these set-ups? 

Mr. Conner. Yes, sir; for coal, coke, and byproducts up to the 
' end of the manufacturing period. 

Mr. Taser. And in order to get any of those supplies or machinery 
they have to come to you to get them? 

Mr. Conner. That is right, they are supposed to be channeled 
through us; yes, sir. 

Mr. Taser. Is that the way things were done in the last war? 

Mr. Conner. To the best of my knowledge it was performed 
through the War Production Board instead of through the Depart- 
ment of Commerce. 

a. Taser. Solid Fuels was in the Department of the Interior 
then? 

Mr. Conner. Yes. 

Mr. Taser. Or was it operated over there? 

Mr. Conner. I think the Coal Division of the War Production 
Board, to the best of my recollection and knowledge did perform this 
function in the War Production Board, in WPB. The Solid Fuels 
Administration did not do that. 

Mr. Sutuivan. That is correct. Thére were two funetions. The 
Solid Fuels Administration for War only handled the allocation and 
apportionment of fuels and supplies to harassed people, or people who 
were in distress. The War Production Board had what was termed a 
“Mining Division’”’ which handled entirely the matter of supplies and 
materials under the Defense Solid Fuels Administration. Both of 
those are now combined into one agency. 

Mr. Taser. You mean that you actually issue the priorities that 
these people work with? 

Mr. Conner. No, sir. We will, after we get an allocation which in 
our program is by NPA. The allotment is made to us, then we will 
actually allot the materials to the operators and the mining machinery 
manufacturers and to the coke oven people. 

Mr. Taser. There is not anything you can do until you get this 
allotment? 

Mr. Conner. Except assemble the facts and make a presentation 
on the basis of distress and hardship before NPA and try to secure for 
them the necessary relief. 

Mr. Taser. At the present time they are going to NPA and asking 
for a priority or an allotment, and after you get an allotment you are 
going to actually process the allotment or priority? 

Mr. Conner. We will process the allotment. Priorities, of course, 
will still continue to be issued by the NPA and in Commerce, and 
all of this, as I say, Mr. Taber, makes an added burden on us at. the 
present time, and it looks as though that is going to continue beyond 
the end of the fiscal year. We know that it will because they are 
coming in in increased numbers now. We have hundreds of letters 
coming in from people who have to have these materials. 

Mr. Taser. You mean they cannot get anything at all unless they 
come to you? 
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Mr. Conner. That is right, and the only thing we can do is make 
an individual presentation of his case to N PA to get relief for him. 

Mr. Taser. Is it so bad that if they have a machine that breaks 
down and they need a repair part that they have to come to you for 
help? 

Mr. Conner. Yes, sir. We had a case of that kind just the other 
day where a plant’s condenser broke down, and the plant is shut down 
and will be shut down until the 15th of April. We had to gather the 
facts as to who they bought it from, what their order number was, and 
any data we could, and that it was going to be delivered on regular 
schedule, and go over and make a presentation of that to NPA in 
order to get them to issue a priority so that it could be delivered 
promptly. 

Mr. Taser. Frankly it is my feeling in the case of such things as 
that that you ought not to have to have applications for priorities, 
but maybe you do. 

Mr. Conner. Well, they have got to have some means of keeping 
track of what has been expended in the way of materials and equipment 
and I guess that is their only means of having that record. 

Mr. Tarer. What other activity do you have at the present time 
outside of that priority situation? 

Mr. Conner. Well, if you refer to the organization chart, | think 
it would give you a pretty good picture of the things that we do have 
to do. By reference to the organization chart you will find that we 
have the Anthracite Coal Division, the Bituminous Coal Division, 
the Coke Division, and the Transportation Division coming directly 
under the Office of the Administrator. 

Those four Divisions are the industrial segments which plan and 
originate and activate the action programs of the Administration. 

On the right of the heavy solid line we have the Equipment and 
Materials Division, the Industry Finance Division, and the Manpower 
Division, which are the coordinating agencies for these four industry 
segments down at the bottom of the chart, and their functions are set 
up in detail in there. 

On the lift side of the solid line we have the Legal Division, the 
Compliance Division, the Information Division, and the Administra- 
tive Services Division, all service divisions for the entire organiza- 
tion. ‘Then below we have the two Bureau of Mines Divisions, the 
Economies Division, and the Technology Division, as they are func- 
tioning under our Administration. The Technology Division is a 
service branch to study and report technically on the applications that 
are made for certificates of necessity and loans. 

The Economics Division compiles the various statistics with refer- 
ence to distribution, production, use, and other matters pertaining to 
the Coal Division and also to these applications for certificates of 
necessity and loans. 

Mr. Taser. How many lawyers do you have? 

Mr. Conner. At the present time we have two. 

Mr. Taser. How many are you anticipating? 

Mr, Conner. We anticipate we are going to have two more. 

Mr. Taser. Who in such a set-up as this has charge of such things. 
as priorities? 
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Mr. Conner. Essentially the industry organization that would have 
charge of priorities would be—you mean obtaining scarce materials, 
Mr. Taber? We do not handle priorities. 

Mr. Taper. Yes; the obtaining of scarce materials. 

Mr. Conner. Our Equipment and Materials Division. 

Mr. Taser. Who would be the people who would have charge of 
that? Would they be analysts, engineers, or what? 

Mr. Conner. Some of them would be analysts and industrial 
specialists—people who are versed and have had experience in pur- 
chasing materials, supplies, and equipment. 

Mr. Taser. Are you getting those people out of industry, or are 
they coming out of these colleges largely? 

Mr. Conner. I think we have no college people in our set-up at 
the present time. They are all people w ho come to us from industry 
or have been with the Solid Fuels Administration or some other 
Government agency before, with few exceptions. Some of them 
came from civilian life, but not many. 

Mr. Taser. In your set-up of personnel, frankly, you seem to 
have a great lot of industrial analysts. I do not know just what 
they would do or what they could do with that sort of people. 

Mr. Conner. I think I can explain that to you. The Govern- 
ment is asking for an increase in benzine. Two of the industrial 
analysts we have there are making a special survey of the coke in- 
dustry with the idea of getting the coke producers or operators to 
improve the equipment they have or add to the equipment they now 
have so that they can increase the amount of benzol produced and, 
in turn, increase the amount of benzine. 

Another one, I think, is a man whom we have on a spot survey 
investigating the condition in the byproduct coke ovens of the 
country with reference to the next period of 5 years to find out the 
age of the plants, to begin with, how many ovens are going to have 
to be replaced during the next 5 years, and how many new ovens 
we are going to have, so that we can arrive at a definite figure so 
that we can say at any certain period we are going to be able to 
produce so much coke and what the requirements are going to be. 

If there are more than those three, I think they will be in the Bureau 
of Mines in connection with their investigations, and maybe Dr. Field- 
ner could tell us more about the specific need for the jobs they are on. 

Mr. Taser. There seem to be about 25 of those—no; it is over 30— 
and they seem to range anywhere from $2,600 up. I do not know how 
you could figure anybody like that would be any good for that kind of 
job. 

Mr. Conner. The men I have referred to, of course, are not in that 
classification; they are employed as consultants and experts to do the 
specific spot jobs. 

Mr. Taser. How many do you anticipate will come on the roll in 
addition to those in the course of the next 3 months? 

Mr. Conner. We anticipate adding 45 more. 

Mr. Taser. So that you are anticipating a total of-—— 

Mr. Conner. 127. Might I say, Mr. Taber, as I said, we were late 
in getting organized and staffed. We have gone along on the basis 
that we were not going to place people until there was a need for them, 
and that is what we have done. We have held down our organization 
and combined jobs so that people in the organization are performing 
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dual service and working long hours in order to get this accomplished 
without having to place additional people on. But we have arrived 
at a stage now where we can say we cannot go along without adding 
the necessary number of people we have indicated here. I believe 
that is the actual minimum we can get along with. 


OBLIGATIONS 








Mr. Taser. What, for instance, were your obligations down 
through the month of February? 

Mr. Conner. The total obligations as of February 28 were $189,555. 

Mr. Taser. That is to the end of February? 

Mr. Conner. Yes, sir. 

Mr. Taser. What do you expect will be your obligations in March? 

Mr. Conner. $33,781. That includes the Bureau of Mines. 

Mr. Taser. What do you expect will be your obligations in the 
period from April 1 to June 30? 

Mr. Conner. $212,526, of which Solid Fuels will have $143,297 
and the Bureau of Mines $69,229. 

Mr. Taser. You mean you would be paying that much money to 
the Bureau of Mines for activities they would be covering for you? 

Mr. Conner. Doing for the support of our agency; yes, sir. 

Mr. Taser. They would be doing that with their regular employ- 
ees; would they not? 

Mr. Conner. No, sir. Some of them would have a percentage of 
their salaries charged back to us; others would be entirely included 
in this amount that we would allocate to them. 

Mr. Taser. Would not the activities they would be expected to 
perform be largely activities that the Bureau of Mines regularly 
would have? 

Mr. Conner. No, sir; they would not. As I say, the things we 
have to know, the information we have to get, of a statistical nature 
are activities that were not carried on by the Bureau of Mines before. 

Mr. Taser. What, for instance? 

Mr. Conner. For instance, the materials requirements, repairs, 
and operating supplies, machinery and equipment allocations, all of 
which are scarce materials. 

Mr. Taser. Would the Bureau of Mines be doing those things for 
you? 

Mr. Conner. Yes, sir. They are the agency we have to depend on 
for our statistical services, and they have to gather that information. 
Mr. Taser. They have never made any studies of those things? 

Mr. Conner. There would be no reason for it, outside of an 
emergency. 

Mr. Taxser. Did they do this sort of thing from 1941 to 1945? 

Mr. Conner. Yes—not the Bureau of Mines. That was all done 
in the War Production Board and their subsidiary divisions, except 
as to the distribution statistics on coal, coke, and things of that kind, 
which they did curtail, and after 1948 they stopped them entirely. 
We have to go back and pick those things up again if we are going to 
find any orderly pattern of distribution that can be applied to coal, 
coke, and byproducts in the general economy at the present time. 

Mr. WicG.teswortu. When did you tell us you took charge of this 
agency? 
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Mr. Conner. December 7th. 

Mr. WicGLeswortu. This agency is called the Defense Solid Fuels 
Administration? 

Mr. Conner. That is right. 

Mr. WiacieswortH. Do I understand correctly that there is a 
Solid Fuels Administration as distinct from the Defense Solid Fuels 
Administration? 

Mr. Conner. No, sir. 

Mr. WiacGieswortn. There is no agency that has been operating 
in this field? 

Mr. Conner. Not since the Solid Fuels Administration for War 
went out of existence after the last war and was dissolved. 


PERSONNEL 


Mr. WiceLeswortH. Looking at this chart, you want to go to a 
personnel of 127. Is that right? 

Mr. Conner. Yes, sir. 

Mr. WiaeLeswortsH. This data we have been given indicates only 
115, and I understood you to testify it was 127. 

Mr. Conner. There are 5 WAE and 7 WOC to be added, making a 
total of 127. 

Mr. WicGLeswortH. How many of those would be in the lower line 
on that chart—that is, in the Anthracite Coal Division, the Bituminous 
Coal Division, the Coke Division, and the Transportation Division? 

Mr. Conner. For which quarter do you wish it? 

Mr. WicGcLeswortu. I am just trying to get a rough idea of how 
this personnel is distributed. You have those four operating bureaus, 
I take it, that I just referred to, on the lower line of the chart. How 
much personnel would they account for? 

Mr. Conner. Out of those 127 you have, there would be 17 in that 
bracket on the lower part of your chart. 

Mr. WiaeLeswortH. How many would the Bureau of Mines’ 
Economic Division and the Technological Division account for? 

Mr. Conner. This is only the Defense Solid Fuels staff that we 
have here. 

Mr. WiaGieswortu. I am looking at the chart about page 5 of the 
justifications. 

Mr. Conner. A total in there in those two Divisions at the end of 
June of 49. 

Mr. WieeLeswortH. Forty-nine in the Bureau of Mines? 

Mr. Conner. Yes, sir. 

Mr. WiaGLeswortH. That leaves about 60 for the rest of the set-up. 
Is there not already in the Department an information set-up, an 
administration services set-up, and a legal set-up? 

Mr. Conner. We have staffed the Legal Division; we have not 
staffed the Compliance Division or the Information Division or the 
Anthracite Coal Division or the Bituminous Coal Division. The 
other divisions shown on there have been staffed. 

As I said, we are operating on the basis of only placing men in the 
organization when the need develops for them, and we have been com- 
bining jobs and most of the people in the organization have been 
working long hours in order to accomplish the same thing we would 
have to do by additional people. We have tried to hold the organiza- 
tion down to a point where we could run it as economically as possible 
and still do a good job. 
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Mr. Wicc.ieswortu. Aside from your particular agency here, is 
there not in the Department a legal set-up, an information set-up, an 
administrative services set-up, and so forth, that might: well take care 
of your requirements in those fields? 

fr. Conner. You mean in the Interior Department? 

Mr. WiGGLEswortH. Yes. 

Mr. Conner. Well, we have a solicitor’s office. If their solicitor’s 
office had to do the things our Legal Division has to do, they would 
have to put just as many men on to do them as we have engaged in 
order to get the work done. 

Mr. WieeLesworta. How many people do you have in your legal 
set-up in the Department? 

Mr. Breastey. Twenty-five attorneys in the Office of the Solicitor. 

Note.—Total number of attorneys in the Department is 211. 


Mr. WiceLeswortu. How big an information service do you have 
in the Department? 

Mr. Beastey. There are four positions in the Office of the Secretary 
assigned to the Division of Information. That does not include 
stenographic and clerical jobs. 

Mr. WIGGLESWoORTH. That does not begin to cover your informa- 
tion personnel in the Department, does it? 

Mr. Beasuey. We have four people engaged on informational work. 

Mr. WiaeLeswortu. In the whole Department? 

Mr. Brasuey. Not in the whole Department—in the Office of the 
Secretary. 

Mr. WieeLeswortH. You do not know how many you have in the 
Department? 

Mr. Brastey. No, sir; I do not have those figures. 

Mr. Wiceiesworrn. Will you furnish that for the record, please? 

Mr. Brastey. I will be very glad to do so. 

Mr. WiaeLeswortH. Just an over-all figure for your personnel, 
including the secretarial staff and so forth. 

Mr. Brasuey. Yes, sir. 

(The information requested is as follows:) 


Full time: 
Information officers 


Total, full time 


Part time: 
ERD TEES he SES AOD ee ORY SE EE NES Op ee I 48 
Clerk-stenographers 


Total, part time 


Total, full and part time 


Mr, WieeLteswortu. How about the administrative services set-up; 
is there a departmental administrative services set-up? 

Mr. Breasuey. Yes. In the Office of the Secretary we have admin- 
istrative service divisions, but they are staff divisions. There are no 
openapans conducted in the Secretary’s office in the administrative 
ield. 

Mr. Wiceieswortu. How many are there in those divisions? 

Mr. Beastey. There are 154. 
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MANPOWER DIVISION 


Mr. WicGteswortH. What does your Manpower Division do? Is 
that a personnel division? 

Mr. Conner. No, sir; we have no Manpower Division as yet. We 
propose to set up a Manpower Division. 

Mr. WieeLeswortH. What will be its functions? Is it a personnel 
division? 

Mr. Conner. It will serve as a liaison with the military and selec- 
tive service and the Department of Labor to find out the possible 
sources of recruitment, as to which I said awhile ago I do not know of 
any. But if they can be of assistance in any way to learn those sources 
and compile generally the statistics we need to present to those other 
bureaus, to act in matters of labor disputes in trying to get the mines 
back to work if there are such grievances or disputes coming up. 

Mr. Wiccieswortu. Are not those statistics largely available now 
through the Labor Department or otherwise? 

Mr. Conner. Not in the form we have to have them, as to a list of 
essential activities and classifications of labor; no, sir. As a matter of 
fact, we were just placed on the essential industry list, as I said, day 
before vesterday. 

Mr. Wiaciesworru. If this request is granted, you are going to 
have over $435,000 for operations in this fiscal year, which is about 
6 months. 

Mr. Conner. Yes, sir; to the end of the fiscal year—that is correct— 
$435,862. 

Mr. Wiee.ieswortu. Do you contemplate continued operation on 
about that basis, on a reduced basis, or on an increased basis? 

Mr. Conner. My guess would be that it would be about on that 
basis. I think when we get to that figure of 127, we are going to have, 
as far as we can see now, what we would regard as our full complement. 
I say that with reservations, because there are things that may come 
up in connection with pricing, compliance, the matter of continuing 
scarcity of machinery and equipment, and also the serialization of 
mines for identification purposes, work stoppages, and the increasing 
need to export coal which is expected for this year. The opening up 
of the lake season may affect it, but I do not believe it will require 
putting on additional personnel. Those are some of the things that 
might eventually cause some little expansion. I think, however, 
127 might pretty well be regarded as our full complement. We have 
no problems as far as the distribution of coal is concerned now, but 
if we did get into that and had to make allocations, that probably 
would add to our personnel temporarily. 

Mr. WigGLeswortH. From what you have said, that seems to be 
improbable. 

Mr. Conner. I also said changes could occur almost overnight, 
and that is true. We found some of that even in the switchmen’s 
strike here 3 or 4 weeks ago. We were beginning to get down to a 
point where people were “hollering” for fuel. . 

Mr. Davis. I notice in your proposed program you are at least 
planning for controls, but am I correct that you have no plan to put 
those controls into effect in the reasonable future ahead? 

Mr. Conner. The controlled materials plan, Mr. Davis, will be 
developed and handled by the NPA and the DPA in the Department 
of Commerce. Our-functions will be as a claimant agency before 
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NPA to secure the allotment of scarce materials for our people whom 
we represent in coal, coke, and byproducts. After the allotment is 
made, then the allocations to individuals or firms will be made 
through divisions in our Administration. However, the controlled 
materials plan will be under the control of Commerce. 

Mr. Davis. You spoke of loans, and my recollection is you said 
that none are actually being processed right now. Am I correct in 
that recollection? 

Mr. Conner. I said we have five loans that are in course of being 
processed at the present time. 

Mr. Davis. None of them have been granted, though? 

Mr. Conner. None of them have been granted. 

Mr. Davis. As I understand it, there is no over-all shortage of 
coal and solid fuel products except in the case of coke. 

Mr. Conner. That is right. 

Mr. Davis. Do you contemplate using those loans you spoke of for 
localized shortages in the other solid fuels as well, or just in case there 
is an over-all shortage of a particular material? 

Mr. Conner. I think it might be over all, or it might be localized. 
That would depend on conditions. If we had an application, for 
instance, for beehive coke ovens in a locality that was remote from a 
reasonable source of supply and those ovens would fill an interim need 
of furnishing coke to blast furances or other industries, then I think 
we might consider granting such a loan in that instance. 

The same might be said of a coal mine. If it was in a place that 
was particularly adaptable to supplying fuel to certain sections of a 
kind that could not be secured elsewhere in the area and would save 
long hauls and the tying up of transportation facilities, then I think 
we would be favorably inclined toward considering such a loan. 

But so far we have not had that type of loan, except in two in- 
stances, I believe, in the beehive coke ovens, but which have not been 
acted on. 

Mr. Davis. Coming to this Manpower Division you spoke of, how 
big a division do you contemplate there? 

Mr. Conner. | think we ultimately figure on seven men there at 
the end of June. 

Mr. Davis, let me say this: A lot of this program we have now is 
the staff that we have to plan for. In other words, we know we are 
going to be up against a situation here before too long with regard 
to manpower, materials, and requirements for machinery and equip- 
ment, and we have to be ready for that. If this CMP plan comes 
into effect, we cannot wait until the last minute and then try to rush 
in and assemble data and materials to fit our program into the situa- 
tion. What we would like to do is to get ready for it now, so when 
the time comes when it is going to be effective, we can have our plans 
made and go ahead with it. 

After that planning stage is over, maybe some of the people we 
have in here can be dropped out of the picture, but the usual thing 
is that then some other plan comes along and you have to keep them 
in order to provide for that. Anyhow, we are keeping that at the 
minimum, but we are trying to do a job that will keep us abreast of 
what is going on and tying in with the other agencies such as NPA, 
the military, and the other agencies which are putting the emergency 
program into effect, and we have to be prepared to go along with 
them when the time comes. 
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Mr. Davis. It would appear to me from the statement which I 
believe was made this morning, that the major part of the function 
of this Manpower Division is going to be to scramble with the: other 
agencies and agencies representing other industries 'to keep selective 
service, for instance, from — a number of men out of industry. 
In your case, it is the mining industry, we will say. 

Mr. Conner. That is right. 

Mr. Davis. And practically all of these defense agencies are going 
to have similar divisions for that purpose that will be scrambling 
ts your Manpower Division to be sure yours are not all kept and 
on are not all taken. Is not that about what the picture will look 

ike? 

Mr. Conner. I presume each industry will take care of its interest 
in that respect; yes. 

Mr. Davis. they are all going to have manpower divisions to do 
that. That is about what it amounts to. 

Mr. Conner. But if they are not on that list of essential activities, 
then they would not have any standing in deferments. That is what 
we view asia scrambling to get on and have finally gotten on. 


TRAVEL 


Mr. Davis. This probably is sometliing that one of the gentlemen 
who came with you would like to answer. That is with respect to 
the amount set aside for travel. As I get it, there are to be about 42 
additional people on an average in this last quarter—45 actually, taking 
the 3 that are buying equipment there—and there is a request here for 
$32,000 additional for travel. How are those estimates for travel 
made up? How do you decide how much you are going to need in a 
case like{that? That seems like an average of $700 or $800 per person 
for jtravel during that period. How do you arrive at those figures? 

Mr. SmirH. We developed that on two bases. The first is an 
estimate to March 31, 1951, and then according to the requirements 
we thought would be necessary for the Defense Solid Fuels Adminis- 
tration and for the Bureau of Mines. That amount was based on 
Defense Solid Fuels requirements to March 31 as $7,000 for per diem. 
That is one figure which appears to be very large. However, we are 
carrying seven of the WOC presently on our rolls who receive approxi- 
mately $15 a day and also have some necessary travel work in con- 
nection with the administration segment. 

The transportation generally for various of our people, including a 
couple of our WAE who have been on an extended travel status in 
connection with a survey of coke, is approximately $9,000, and other 
costs are $1,000. That makes a total of $17,000 to March 31, 

On the Bureau of Mines side, it is necessary in connection with a 
good many of the surveys with regard to loans and amortization re- 
quests for them to send their own investigators out to the field to make 
direct investigations of those mines that are requesting the money. 
In addition to that, we have in anticipation to the 30th of June—that 
is, for the fourth quarter—estimates as follows: $14,300 for per diem, 
which again is a relatively large figure; transportation, $12,000; and 
other costs, $1,600—making a total of $27,900. 

Mr. Davis. Unless we specifically request it, will all of that break- 
down be in the record of these hearings? 

Mr. Smiru. We will be happy to place it in the record. 
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Mr: Davis. I think it would be helpful, Mr. Chairman, for a 
greenhorn ‘like me to get one complete breakdown on this. That 
would probably help me to understand the other requests. 

Mr. Wuitten (presiding). Without objection, it will be inserted 
in the record. 

(The matter referred to is as follows:) 


EXPLANATION OF ESTIMATE FOR TRAVEL 


Estimated travel obligations 





To Mar. 31, Apr. 1 to 
1951 June 30, 1951 | Ptal for year 





DSFA Administration : $27, 900 $44, 900 
Bureau of Mines (technological support) . 4, 650 9, 700 








32, 550 | 54, 600- 





The travel estimate for ““DSFA Administration’? was developed on the basis 
of number of employees in each category (regular, WAE, and WOC) expected to 
be in a travel status, the number of days in travel status, and number of trips 
to be taken during the period. The table below shows the build-up of the ‘“‘DSFA 
Administration” estimate for travel. 





To Mar. 31, 1951, class of Apr. 1 to June 30, 1951, class of 
employees employees 





Regular| WAE | WOC | 70! /Regular| WAE | woc | Total 





Number of employees in travel 
Status _ - 
Per diem in lieu of subsistence: 
1, Average number of days in 
travel status per employee 
2. Total number of days in 
travel status............-. 
3, Per diem rate 
4. Total per diem cost- aes 
Transportation and miscellaneous: 
1, Average number of trips per 
employee. ._.........----- 
2. Total number of trips 
3. Average cost per trip 
4. Total transportation and 
miscellaneous cost -- -...- 3 : ; 4 2 $13, 620 





Total cost $27, 915 
Round off $17, 000 $27, 900 


























‘ Approximately $1,000 of the amount is for miscellaneous expenses associated with travel. 
? Approximately $1,600 of the amount is for miscellaneous expenses associated with travel. 





Estimates for the Bureau of Mines provides for travel of seven departmental 
employees at a cost of $2,100 to March 31 and $2,200 from April 1 to June 30, 
1951, and nine and eight field employees for the two respective periods at costs 
of $2,900 and $2,450. Travel of the Bureau of Mines personne! is for the purpose 
of making site appraisals in connection with loan and amortization applications, 
investigating coal reserves, conducting coal utilization research, furnishing sam- 
pling and analysis service. 

Mr. Wuirten. If there are no further questions, we will take up 
next the Electric Power Administration. 

_Mr, Conner. Gentlemen, may | express my appreciation for your 
kindness and your courtesy? 

Mr. Wuirren. We thank you for coming down. 

Mr. Conner. I have enjoyed it. 





Fripay, Marcu 9, 1951. 


Derense Evectric PowER ADMINISTRAT'ON 


PURPOSE OF ADMINISTRATION 


Mr. Wuirren. Mr. Kolb, you testified this morning with regard to 
the operations of your particular part of this defense operation. As 
I recall it, you stated your primary purpose in this set-up is not to 
allocate materials but to be a claimant for those engaged in the pro- 
duction of power, so as to be sure the power is available and that those 
who produce will meet the essential needs during this period. Am [ 
correct in that? 

Mr. Ko xs. I would like to state it this way: we claim and allocate, 
but we have to get our materials from NPA. We claim both, for 
example, for aluminum that would go into transmission wires, and 
we claim to NPA for burtines and things of that sort, and the branch 
in NPA in turn claims that material that goes into the turbines. 

Mr. Wuirten. Of course, I am not trying to get you to resolve all 
of these differences that have arisen through the years of private 
versus public power or the other way around, but the Department of 
the Interior has been rather closely identified with most of the pub- 
licity coming out of the clashes between those two theories and those 
two interests. 

It strikes me, in view of your earlier statement, that you would 
claim for all parties; that the supply is very limited at any given time, 
because it takes from 2 to 3 years for these turbines to come off the 
production line; that you would be right in the middle passing judg- 
ment on the needs of private versus public power on each and every 
action you take, in that there are many more claimants than there 
could possibly be material. 

I ask that question because I sat for years on the subcommittee 
dealing with TVA; so I am somewhat familiar with the clashes that 
came behind that. 

I wonder how your organization is set up and if the Interior De- 
partment in any way controls your operations or clears your opera- 
tions in any way, or are your determinations based strictly upon the 
essential needs of the country in time of emergency? 

Mr. Kors. That is a very good question. Of course, we have not 
really come to grips with it so that I can say now that in the case of 
A and B we did so and so. We have just received our first allotment 
of aluminum, and we are just in process now of coming to grips with 
that particular problem. 

We have obtained the material requirements from all groups for 
that particular commodity, and we will have to pass judgment on 
some of those situations. 

You probably have it in mind, but just to relate the magnitude 
roughly, the industry is 80 percent private and 20 percent public; 
so that the area of conflict is not present at every point, and the in- 
tensity of the conflict will depend on the searcity of material. 

Mr. Wuirren. There is another element that enters into it that 
we cannot serve here without becoming conscious of. The depart- 
ments have a tendency to get identified with one side or the other 
in such matters, and that is one of the problems we have in national 
defense. I might first state this, speaking for myself: I was very 
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much pleased to note when they set up these new organizations, they 
set them up in the old line departments. I had hopes that there 
would be the transfer of activities and personnel from the old line 
agencies to the activities which the emergency has created, but, like 
you usually find here in such things, the defense work is always piled 
on top of them. In other words, most any department is glad to do 
any kind of job for you, as they tell every Member of Congress, pro- 
vided we give them more money for more people, and that is largely 
true in this request. Also, there is the risk, even though it had been 
done as I said I hoped, of needing more personnel with the emphasis 
directed here, against some of the things vou are carrying on. You 
also have the problem sometimes of a department using the cloak of 
national defense, in the name of national defense, to set out to serve 
the purpose they have always wanted to serve that they could not 
get by with except in the name of national defense. 

I am familiar in a casual way with some of the efforts of the Interior 
Department. I am not passing judgment on their being thoroughly 
sold on their views, but I do not want to see—and I think that is true 
of Congress—you using the name of national defense to do that which 
you tried to do under some other guise but perhaps have not been able 
to do. 

This thing, of course, threatens private enterprise in some instances. 
It could result in a good deal of waste, and it may not be in the cards 
at all. 

But I do want to hear your statement of what your place is. 

Mr. Kos. Of course, what you are saying is definitely in the minds 
of a lot of people. I think it is a very wise observation of the situa- 
tion. Frankly, we are approaching this task with the idea of keeping 
an open mind, and I think the only way you will get a true look at this 
thing is through an evaluation. The test cases have not yet arisen to 
put clearly on the record anything of the type you are speaking about. 
I think probably in a few more months we could speak more intelli- 
gently about that. On everything that has happened to date the 
Interior Department has been very fair with us and has not influenced 
our judgment, but we are going to have some serious problems to 
cope with this thing. 

Mr. Wuirren. I know you are. For instance, the Department, 
the REA, and the Southwestern Power Administration joined hands in 
some work out in the Midwest. I am not too familiar with the detail 
other than as it appeared before the committee, but the two of them 
did that which neither could do individually. The Southwest Power 
Administration finally made use of REA to get their hands on money 
to put up production plants and the REA, which could not lend money 
to sell to others than rural consumers, through the building finally 
of the Southwest power plant, eventually had their production capac- 
ity used to supply folks they were prohibited from supplying. I 
think the matter is in the courts now, and that is the proper place to 
decide it, 

But having that familiarity with the background, I am just wonder- 
ing if we had not better put in the record just what place you fill so 
that it may be understood and we will know just what to expect. 
(The following was submitted later:) 
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REMARKS OF SECRETARY CHAPMAN TO ELeEctTRIC Utiiiries DEFENSE ADVISORY 
CounciL, OcroBEer 19, 1950 


I am happy to welcome you to the first meeting of the Electric Utilities Defens: 
Advisory Council. 

Those of us in this room today have a tough job ahead of us. Our job is t: 
make sure that enough electric power is available when and where it is needed to 
meet the expanding requirements of the national defense program and at the sam: 
time to take care of the requirements of all segments of the civilian economy. 

Expansion is the keynote of the rearmament program we are now undertaking. 
The Defense Production Act passed by Congress last month contains an entire 
section dealing with expansion of productive capacity and supply. And President 
Truman has made it clear that long-range defense plans will call for enlarging ow 
capacity to produce all along the line. 

In the field of electric power, therefore, our job is to build up the country’s 
power plant as rapidly as we can, and to increase efficiency by every means that 
ingenuity can devise, in order that enough power will be available to keep our 
entire economy, civilian and military, running in high gear, despite sharply 
increasing demands for electrical energy. 

Since the Korean conflict began the private electric-utility companies have 
announced plans for very large additions to generating capacity. hose com- 
panies are to be commended for their prompt recognition of the seriousness of 
the situation. In my opinion, however, presently planned expansion will be in- 
sufficient to meet prospective demands, as we now see them, and I hope that the 
members of this Council will today consider ways and means by which further 
expansion in capacity can be accomplished. 

To do the tremendous job ahead, to prevent power-supply bottlenecks from 
impeding industrial expansion, calls for unremitting effort, resourcefulness, and 
ingenuity on the part of every member of: the electric-utility industry. In addi- 
tion, it calls for unselfish and willing cooperation between all segments of the 
industry. 

That is why I have asked you to meet here today. Represented in this room is 
the best cross section of the electric utility industry that we could devise... Many 
of you have had your differences among yourselves, with the Federal Government, 
and with me personally in the past. I ask vou to join forces with us here. I ask 
you to give us your cooperation, your advice, and your assistance in doing th« 
difficult job ahead. I am sure that all the public and private power that. can 
be developed will be needed in the current situation. 

Your presence here today is an earnest indication of your patriotic willingness 
todoso. I want to read you now a paragraph from a letter I received from one of 
the members of this Council, in reply to my invitation to him to accept member- 
ship. “It is only fair to say,” this gentleman wrote me, “that I have been a 
zealous supporter and protagonist for our system of free enterprise and as such 
have been opposed to extensions of public power and particularly Federal power. 
I am firm in my conviction, however, that when our country faces danger we can, 
will, and must unite in doing those things which are best for the country and its 
defense. It isin this spirit that I join the group you are appointing to the Electric 
Utility Defense Advisory Council.” 

I am sure that the gentleman who wrote that letter speaks for many of you who 
are here today. I want all of you to know that I deeply appreciate your patriotism 
and I heartily applaud you for it. In return for your cooperation and support 
I give you my solemn word that as Administrator of the Defense Power Adminis- 
tration I shall take no action with the intention of giving any one segment of the 
electric-power industry an advantage over any other. I shall not use the defense 
powers entrusted to me as a means of advancing public power development at th: 
expense of private power development. Nor shall I permit private power interests 
to dominate public power. So long as I am responsible for the defense power 
yrogram, decisions will be made and actions taken on the basis of a single standard 

hat standard will be the best solution from the point of view of national defense. 

I hope all of you will pass back to the particular interests you represent th: 
assurances I have given here today, so that no time will be lost in unifying ou: 
forces for the common defense effort. 

T have told vou that I believe this Advisory Council is as good a cross sectio: 
of the electric-utility industry as we could make it. In setting it up, we called 
upon all of the national associations and organizations in the electric-power 
industry for advice. Further, we asked them to submit nominations for member 
ship. These nominations were reviewed by our consultants and our staff, but 
the responsibility for final selection of the membership of this Council is mine alone 
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Let me make it perfectly clear at the outset that I consider that this is a working 
body, not a committee of figureheads. You gentlemen have a vast amount of 
knowledge and practical experience which must be brought to bear upon the 
problems confronting us if we are to do the defense power job successfully. I 
intend to keep in close touch with you, and you views will count heavily in the 
decisions which I shall be called upon to make from time to time in the future. 
[t is important to emphasize, however, that the function of this Council is advisory 
and that the final responsibility for decisions lies, as it must, in the Defense Power 
Administrator. 


Not only do I expect to consult freely and frequently with the electric-utility 
industry, through this council, but I expect to make the fullest possible use of the 
organizations and committee which operate the great interconnected power pools 
which exist in almost every region of the country. These groups can provide up- 


to-the-minute information on powersupplies and requirements as well as invaluable- 
advice on operating matters. 


I have asked Mr. D. L. Marlett, who is Assistant Administrator of the Bonne- 
ville Power Administration, to serve temporarily as deputy Administrator of the 
Defense Power Administration until a permanent deputy can be appointed. 
Before turning the meeting over to Mr. Marlett, I want toexpress my appreciation 
to him,.to his interim staff, and to the consultants who have worked with them 
during these last few weeks in doing the preliminary planning for the defense 
power organization and in laying the groundwork for a sound and effective defensé 
power program. As the meeting progresses and as our preliminary blueprint for 


the future is laid before you, Iam certain you will agree with me that they have 
done a splendid job. 


| am particularly grateful for the help we have had from our consultants— Mr. 
C. B. McManus, Mr. Charles A. Collier, Mr. Richard K. Lane, Mr. Chandler W. 
Jones, and Mr. Daniel V. McNamee, Jr. The way they have taken off their 
coats and gone to work has been an example for all of us. And I venture to predict 
that their willing cooperation with us is a symbol of the way in which all of us 
here today are going to tackle the job ahead. 

Mr. Wotr. Mr. Whitten, I wonder if I might interject one point, 
which has a bearing on this matter. 

When the Secretary of the Interior received his designation as the 
person who would be responsible in the executive department for 
electric-power matters under the Defense Production Act, he made a 
statement, which I believe was a matter of public record, before the 
first meeting of the Defense Electric Power Advisory Council, in which 
he pointed out that in the minds of many people he would be occupying 
a dual role. On the one hand he would be the secretary of the regular 
establishment of the executive branch concerned with the distribution 
> of power generated at the publicly constructed facilities, and on the 

other hand he would be concerned with the private-utilities system. 

The Secretary made it very clear that for this job he was going to 
march right down the middle of the road, and he considered it his 
responsibility to make sure that every decision was based on the 
criterion of what is best for the country in this period of mobilization, 
and that in carrying out the job he expected not to penalize public 
power and he expected not to penalize private power, but that each 
individual decision would be made on.the basis of the facts as they 
occurred at the time. 

_ He explained that in this context: He was appointing as the Admin- 
istrator of the agency a private power man. I believe it might 
be pertinent to make a copy of the Secretary’s remarks available to you. 

Mr. Wurrren. We would be glad to have them. This is not a case 
of trying to dig up old clashes. 

| have always supported the Tennessee Valley Authority. I also 
wrote the formula in which in 40 years the Government takes back 
rom the TVA the amount of money that they put in, and to my mind 
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that is just a dividend and not a case of payment at all, because it 
still belongs to the Government. : 7 

I can say, regardless of the rightness or wrongness of the Depart- 
ment of the Interior’s position on power, that if you set up such an 
agency as this, which determines not only which group but which 
individual applicant, whether it is among private operators or public 
operators, is going to get a given amount of material, you can have 
the horse and be gone before‘anybody knows you are anywhere about 
the stable. J 

Another thing I have recently had called to my attention is some 
proposed plans which I understand were before one of the subcom- 
mittees of Congress for the building of a whole lot of transmission 
lines in the southeastern region, in Georgia, South Carolina, and other 
areas. The folks who called that to my attention are very much inter- 
ested. The private power folks were the ones who called it to my 
attention. 


! profess no knowledge of that, and I have none. However, it 


appeared that they were afraid, at least, that through this means 
vou would be building a whole lot of big power transmission lines where 
there were in existence privately owned lines which could meet the 
need. 

I do not want to mislead anybody on that. It has always been 
my view that the Government should have a right to build these 
things. It is essential many times to get the right kind of contract 
to have the power to do it, but having it they should not use it except 
in case of necessity. 

Mr. Koxs. Congressman, I have this figuring about this thing: 
The answer is going to come in the integrity of the people involved in 
this picture. if they can put aside those normal conflicts and do this 


job that way, the way it should be done, and leave those things to be 
fought out at some other time and some other place, that is the basis 
on which we should approach this job. The national defense would be 
the measuring stick, and then there would be criteria set up. We have 
language now, we are going to feed everybody out of the same spoon, 
which is the way we have expressed it. 

Mr. Wuirren. I know you will have many trials and tribulations 


along the line, but you could not start out with any better objective. 
Mr. Ko ts. It is cutting the baby in half. It is Solomon’s problem 
all over again. 
Mr. Wuirren. Mr. Fogarty? 
Mr. Fogarty. You are the Special Assistant to the Administrator? 
Mr. Koxs. That is correct. 
Mr. Foearry. Of the Defense Electric Power Administration. 
Mr. Kots. That is correct. 


ADMINSTRATOR OF AGENCY 


Mr. Focarty. Who is the Administrator? 

Mr. Kors. Mr. McManus. I am the special assistant to Mr. Mc- 
Manus. 

Mr. Focarry. He did not appear before this committee? 

Mr. Kos. He had to be in Georgia. It was a matter that he just 
could not avoid. 

Mr. Fogarty. I see. 
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Mr. Kos. He naturally expresses his regrets, because he would 
have liked very much to have been here. 

Mr. Foearry. How long has Mr. McManus been Administrator? 

Mr. Kous. He took over in January. 

Mr. Fogarty. This year? 

Mr. Kous. This year. 

Mr. Fogarty. From where did he come? 

Mr. Kos. He is the former president of the Georgia Power Co., 
and he is the president of the Southern'Co. now. He resigned his 
presidency of the Georgia Power Co. a few weeks ago. 

Mr. Foaarry. He resigned after he got this job? 

Mr. Kous. Yes; although it was contemplated. He is still the 
president of the Southern Co., which controls the Georgia Power Co. 
and several other companies in the South. 


SPECIAL ASSISTANT 


Mr. Fogarty. How long have you been Special Assistant? 

Mr. Koxs. I came here on the 15th of January, and I have been 
acting in this capacity now since along about the middle of February. 

Mr. Fogarry. From where did you come? : 

Mr. Koxs. From the Cleveland Electrical Illuminating Co. in 
Cleveland. 

Mr. Fogarty. The Cleveland Electrical Uluminating Co.? 

Mr. Kors. That is right. 

Mr. Fogarty. What type of company is that? 

Mr. Koue. That is the public utility that serves about 1,700 miles, 
including large parts of the city of Cleveland. It is one of the 
largest of the privately owned public utilities. 


NEW ENGLAND 


Mr. Focarry. Have you had any opportunity in the short time 
you have been there to make any survey of the needs in New England? 

Mr. Koxs. All 1 can give you on that is that we have complete 
information on the areas from these various regional power groups. 
I have with me, of course, the evidence on that, which we gave to 
the NPA in supporting our steel requirements, and it is in some 
detail. 

We have the country broken down into regions, so we can give 
you the total picture in the region that includes New England and 
New York. I have that data with me, and I would be glad to give 
it to you. 

Mr. Focarry. Where did you get these figures? 

Mr. Kous. There are regional groups which are set up all over the 
country for the coordination of these power systems. The utility 
companies have learned over the years to operate together, so that if 
one company is short of power the other company can furnish it. By 
building up these interconnections they have done a lot for each 
other. 

This whole type of operation necessitates a central clearing point. 
We get all the dope, for example, from New England and New York, 
I think, from four people. They have no connection with the Defense 
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Electric Power Administration and their organization existed before 
we ever existed. 

Mr. Focartry. Who are they? 

Mr. Kots. Employees of the various utility companies, who are 
set up to coordinate three or four companies, maybe. 

Mr. Focarry. This set of figures that you have on the availal|> 
kilowatt-hours and what might be available next year and the year 
after that are figures that have been given to you by the privat 
utilities in New England? 

Mr. Kors. That might be true in New England, but in the North- 
west it would be just the reverse. There the public power people 
who we would get the figures from. It depends upon the region 
entirely. It comes from w hoever happens to be the principal supplier 

Mr. Focarry. But in New England these figures were given to you 
by the private utilities? 

Mr. Koxs. I am quite sure that is true. I would have to check to 
get you the names of the people, which I do not have at my fingertips 
but to my mind I know of no large public operation in New England, 
so I am sure that they must be private people. 

Mr. Focarry. You have nothing at all to do with the rates being 
charged in any section? 

Mr. Kors. We have absolutely no connection with them at all. 

Mr. Fogarty. What will you be called upon to do in New England 
under this program? 

Mr. Kors. In New England they will be treated just the same as 
in any other region. For example, if they were to put down in New 
Fagland some large load that would upset the balance we would have 
to move in and do some things. 

I will cite as an illustration when the Atomic Energy plant neces- 
sitated that big operation at Paducah of a million kilowatts, which were 
involved in that operation, and there was roughly 500,000 or 600,000 
from one group, and another 500,000 or thereabouts from the TVA. 
We had to move in and get some DO’s for those people so that every- 
thing would move in slowly. Those DO’s have been granted from the 
NPA on the requirements, and that work is going on. 

We have made now a similar request for DO’s from the NPA for 
several plants in the Pacific Northwest, so that the power shortage 
situation can be dealt with out there. It is serious, and the aluminum 
plants are going in there and it has to. have attention. 

I have nothing active on New England at the minute, but you can 
create a power shortage pretty fast by the load you put in the area. 

Mr. Focarry. There is a proposed steel mill to be built there, | 
think, and I believe it is going to be built. Would that have any effect? 

Mr. Kors. It might have an effect upon the individual company, 
but I have had a lot of experience with steel mills and I do not think 
it would have too much effect on the over-all. In the aggregate, you 
are talking about minor amounts of power there. 

In the Northeast region we have roughly, I think, somewhere 
between 15 and 20 million kilowatts of generating capacity. The 
steel mill takes 30, 40, 50, 60, 70, or maybe 100,000 at the outside. 

Of course, that region is broader than New England. If you are 
thinking just of New England, my data is for a bigger region than 
just New England. It is the Northeast United States. 
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Mr. Focartry. Have you given any consideration to the develop- 
ment of any additional power supply in New England? 

Mr. Kos. None that I know of. 

Here is basically what we have done about a place like New England: 
We have gotten from the General Electric Co., from Westinghouse, 
and from all the other producers of generators specific data on who 
has ordered machines, and we have gotten this information from the 
regional people. One of those is checked against the other. We know 
what the answers are going to be for the generating capacity. 

We look at New England and we see there is not a shortage in that 
area at the minute. We will treat that in routine fashion, and then 
treat it differently if it becomes a shortage area. 

Frankly, most of our activities have been with the TVA and the 
Pacific Northwest. 

Mr. Focarry. That is the problem at the present time, because 
of this aluminum going out there and the work at Paducah, Ky., 
and in South Carolina? 

Mr. Kous. That is right. We have to be organized to go, and 
we have to have the facts. Getting the facts means having the 
people and so on to get them. 

Mr. Fogarty. Yes. You would not care to comment on the 
development of the St. Lawrence seaway, would you? 


ST. LAWRENCE SEAWAY 


Mr. Ko xs. I feel this way: My comments would not be of any 
value, because we have not projected it in our figures, until such time 
as Congress would act. We have been asked questions about it, but 
our answer on that is that it is a matter for Congress to decide. 


PASSAMAQUODDY PROJECT 


Mr. Focarry. Have you been asked any questions about the so- 
called Passamaquoddy project in Maine? 

Mr. Kots. None have come to my attention since I have been here? 

Mr. Fogarty. Thank you. Will you put that figure in the record? 

Mr. Kor. Yes. 

Mr. Focarry. For that region. 

Mr. Koxps. Yes. 


Mr. Fogarty. Which you say you have available. 
ELECTRIC POWER EXPANSION PROGRAM 


Mr. Kou. I would be glad to do that, because we have it as a docu- 
ment made up for another purpose. That is available right here by 
regions, and the particular one would be the Northeast. 

Mr. Wuirren. We would like to have the entire document inserted 
in the record. 

(The document is as follows:) 

Frepsruary 12, 1951. 
MEMORANDUM 


To: Chairman of the Advisory Committee on Priorities Administration. 
From: C. B. MeManus, Administrator, Defense Power Administration. 
Subject: Electric power expansion program. 

The recommendations of the Defense Power Administration with respect to 
the above program and the means for their administration are presented in the 
following documents: 
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1. Letter of transmittal from C. B. McManus, Administrator, Defense Power 
Administration; dated February 12, 1951. 

2. Electric power expansion program. 

3. Procedure for administering the distribution of steel for the electric power 
expansion program. 

Comments with regard to this program should be addressed to Mr. W. W. 
Brown, room 5448, Main Interior Building (telephone Republic 1820, extension 
621) with copy to Mr. Charles E. Grim, room 5003, Commerce Building (telephone 
Sterling 9200, extension 2533). 





Mr. MANLY FLEISCHMANN, 
Administrator, National Production Authority, 
Department of Commerce, Washington, D. C. 


Dear Mr. FLEISCHMANN: | am attaching herewith for your approval an interim 
program covering the steel requirements for electric power expansion for the 
months of May and June 1951, and procedures for administering this program. 

It is increasingly evident that the electric power systems are having difficulty 
in securing delivery of carbon and alloy steel for their construction program. 
The DEPA has had many requests for assistance in helping power systems 
expedite through NPA deliveries of reinforcing steel, structural steel, piping, ete. 
It is quite apparent that DO orders and directives on the steel mills are using up 
substantial amounts of the capacity. This is causing slippage in the unrated 
orders and also making it extremely difficult for the power systems to place new 
orders. Today, we are seriously concerned with the delays which are developing 
in the installation of new generating capacity. 

We are also informed by the manufacturers of heavy power equipment such as 
steam turbogenerator sets, water wheels, and water-wheel generators, steam 
boilers, etc.; that their quotas from the steel mills are being substantially reduced 
which will cause delays in meeting shipping dates and subsequently the in-service 
dates for the generating stations included in our program. The power equipment 
division of the NPA is submitting an interim program request to include the 
manufacturers’ requirements so that their shipping schedules will meet our con- 
struction schedules and the in-service dates. 

The need for the power program is well established and is covered in detail 
in the attachments. 

We urge that you give favorable consideration to our request for steel require- 
ments for May and June 1951. 

Sincerely yours, 
Currrorp B. McManus, Administrator. 





Evectric Power EXxpaNsion PROGRAM 
GENERAL SITUATION 


The defense power program consists of electric generating stations and associ- 
ated transmission and other facilities including (1) facilities for supply of power 
for general use of the public to be installed by private corporations, municipalities, 
State agencies and Federal agencies, and (2) facilities to be installed by industrial 
enterprises primarily for self-supply. The earlier stage of this defense power pro- 
gram is represented by generating installations scheduled to come into service 
during the calendar year 1951 and 1952, which in the main were authorized, 
planned and started a year or more ago. ‘These earlier installations, to be useful 
in the defense program, must usually be completed at the location and in the 
manner originally planned, since shifting of generating equipment now on order 
from the locations planned to other locations would at this stage be impractical 
or would involve excessive waste in construction already done and substantial 
over-all delays in securing power output from the equipment involved. 

This earlier part of the defense program is in effect a summation of the plans 
of the various power producers, based upon the prospective power requirements 
as foreseen by them at the time the projects were started. Specifically, the 
magnitude and the nature of this earlier part of the defense power program were 
determined by the prospective power loads for the year 1952 as then estimated. 

The present picture of power requirements and of the balance between power 
resources and power loads in 1952 is vastly different from the picture at the 
time 1951 and 1952 development programs were established. The development 
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of the over-all defense program involves new establishments using power, many 
with very large uses of power. These defense power loads were not envisioned 
when early part of the power program was formulated and specific provision for 
supplying these new defense power loads was in general not included in the power 
programs Of any of the power suppliers. The power loads now foreseen for the 
year 1952 are accordingly greater than the loads for which the new facilities to 
be available were planned. 

It is true that the new defense power loads will not constitute a net addition 
to the power loads for which provisions had been made for the reasons (a) that 
the earlier power plans provided certain margins of surplus capacity above the 
then established loads intended partly to care for unforeseen load increases, and 
(b) that the so-called normal power requirements (i. e., industrial loads for civilian 
production, loads of commercial establishments, residential loads, rural loads, 
ete.) will not increase so rapidly as had earlier been expected because of the 
impact of the over-all defense program upon civilian production. Nonetheless, 
the 1952 power loads, for which this earlier stage of the power program had been 
formulated, will be much greater than had been planned for, probably of the 
order of 7,500,000 kilowatts greater. This represents about 1.7 times the 
additional load which the 1951-52 programs had been designated to meet. 

Power supply in 1952 accordingly presents serious problems. It had earlier 
been expected that the inadequate reserve margin of power capacity obtaining 
1 or 2 vears ago would be generally restored to normal by 1952. This is now 
impossible for the country as a whole. Instead, margins will be decreased, in 
some regions far below the danger point. A reasonably safe power situation 
cannot now be expected before the end of 1954 at the earliest. 

In recent months, further developments have created new dangers as to power 
supply. Factory production of heavy power equipment, due to unavailability 
of s.eel, copper, and other materials, has fallen below schedules, and apparently 
some time must still elapse’ before the scheduled rate of factory production can 
be resumed. The result is that nominal schedules of shipment of factory equip- 
ment for installations to come into service in the latter part of 1951 and 1952 
are irretrievably set back 1 or 2 months. Simultaneously there has been serious 
delay in the progress of field construction of generating stations which also con- 
tributes to this set-back to the power program, in some cases affecting installa- 
tions which would not have been seriously disturbed by factory delays. 

This situation means that it is vitally necessary for the power installations 
which can be brought into serviee in late 1951 and 1952 be completed with a 
minimum of slippage in scheduled operating dates beyond the slippage already 
inevitable. 

This part of the power program is dependent, not only upon the production 
of power equipment in the factories which requires steel in May and June of 
1951, but also upon progress in field construetion which requires supply of steel 
during May and June of 1951. 

There is attached a statement of the major power installations for which turbo- 
generator equipment is nominally scheduled to be shipped during the period 
from March 1, 1951, to September 30, 1952. Despite the slippage which has 
already occurred, most of these installations can sti!l be completed for operation 
prior to or during the highly critical period of the winter of 1952-53. The avail- 
ability of steel during May and June 1951 directly affects the completion of 
nearly all of the installations listed. Also affected by availability of steel for 
May and June 1951 are the substations, transmission and distribution facilities 
required to connect power sources to power loads. 

For the generating station installations listed, comprising those with individual 
unit systems larger than 4,000 kilowatts, the total capacities are: 

Kilowatts 
Utility steam-electrie stations__—__- rae _. 11, 094, 000 
Utility hydro-electric stations _ - 2, 509, 115 
Industrial steam-electric stations _- 1, 139, 000 


Total__. ; 14, 742, 115 


Not listed are installations using smaller unit systems, including a substantial 
aggregate of installations powered by internal combustion engines. These 
smaller installations, important in their local areas and for various industrial 
establishments, are likewise affected by May and June steel supply. 

The serious and dangerous condition being faced during 1952, when numerous 
large defense establishments are expected to come into operation, is indicated in 
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the attached table summarizing the load-capacity balance in the major power 
systems of the various regions of the country from June 1951 to December 1953, 
on the basis of conditions as now foreseen and after making over-all allowances 
for the slippage in construction schedules which now appears inevitable. 

There should be, in all regions of the country, some assured margin available 
to provide for possible new defense loads not yet specifically foreseen and located. 
It is certain that such new defense loads will appear somewhere, and in sub- 
stantial magnitude. 

In only two regions do the forecast show any such margins for 1952—in region 
V (south central) and region VIII (Pacific southwest). In region VIII the 
margin shown is undependable since it nearly disappears under adverse water 
conditions. In region V the indicated margin is substantial, and here it is 
important that the margin be preserved since in no other part of the country is 
the probability of large new defense loads so high. In region V, containing the 
principal petroleum and natural gas areas, there are likely to be further heavy in- 
creases in plants making ammonia, explosives, heavy chemicals, aviation gasoline 
and other petroleum products, synthetic rubber, aluminum and magnesium, ete. 

In all other regions of the country 1952 margins are nonexistant, and in some 
regions 1953 margins are nonexistant or inadequate. This means dangerous 
infringement on operating reserves, inadequate maintenance, impaired power 
service, and substantial power-supply curtailment in some regions. It also 
means that there will be handicaps in selecting suitable locations for new defense 
production requiring heavy power use. 

The power situation shown by this table brings out clearly the vital necessity 
of forestalling any further slippage of completion dates for power installations 
to come into operation in 1951 and 1952. Further slippage wiil occur unless 
May and June steel requirements are met. 


Steam turbine-generators, 4,000 kilowatts and larger, scheduled for shipment to 
utilities in United States between Mar. 1, 1951, and Sept. 30, 1952 








g Name- Nominal sched- 
System Station or location plate uled shipping 
| rating | date 
Om eS Co See WE rake es eee arene, Sen Serr onenee een er Met: Wenvar <eetOere Ser ers rent Sc? Cee 
FPC REGION I 
Kilowatts 





Central Maine Power Co Mason No. 1.....-..-..- : 30,000 | October 1951. 


i} ees 30,000 | July 1952, 








Boston Edison Co ; | Edgar ESURE PSS Ep jo 5 65,000 | November 1951. 
Fitchburg Gas & Electric Co... ‘ ; | EMR 2 5 os ow tice 6,000 | August 1951. 
Montaup Electric Co___-.-- akon et | ee 60,000 | May 1951. 
New England Power Co____- ; 5 Salem Harbor No. 1____- 60,000 | April 1951. 

} Salem Harbor No. 2__---- 60, 000 | March 1952. 
Publie Service Co. of New Hampshire --- Schiller pe Pe EEL ER EE 40,000 | April 1952. 
Taunton, Mass., City of___- PERE TE, BREN SE oN hapen 7,500 | April 1951, 
Western Massachusetts Electric Co a | West Springfield No. 2. 40, 000 | July 1952. 
Central Hudson Gas & Electric Co-- | Danskammer No. 1_.- 60,000 | May 1951 

| Danskammer No. 2__---- 60,000 | December 1952. 
New York State Electric & Gas Corp | SS ERS IST 60,000 | May 1951. 

bn oe 40,000 | November 1951. 
Niagara Mohawk Power Corp | Albany No. 1_.__-. eye 80,000 | January 1952. 

Albany No. 2_.......--.- 80,000 | April 1952. 
Consolidated Edison Co. of New York . wD. |) eee 160,000 | April, May 1952. 

| East River eee 125,000 | March 1951. 

| Rebuild ee 160, 000 February 1952. 
Long Island Lighting Co_______- Se ae __| Glenwood Landing___- 90,000 | January 1952. 
Chambersburg, Pa., City of..........-- TE ays CS ee 5,000 | March 1951. 
Metropolitan Edison Co | Titus No. 3- she 60,000 | September 1952. 
Jersey Central Power & Light Co | South Amboy No. 4._. 40, 000 April 1952. 
Pennsylvania Electric Co ‘ Front Street... .....<s.- 40, 000 | November 1951. 

Ci... Senne 15,000 | March 1952. 
Pennsylvania Power & Light Co. : Sunbury No. 4--....-...-| 125, 000 } August 1952. 
Philadelphia Electric Co___. : | Delaware No. 7... } 125,000 | March 1952. 
Public Service Electric & Gas Co | Kearney No. 7_.------ | 145,000 | June 1952, 

| Sewaren No, 4_....----- | 100,000 | March 1951 
Rockland Light & Power Co | Hudson No, 1_...-- | 20,000 | Mareh 1951. 

50,000 | September 1952. 
Scranton Electric Co -| Stemtan--2-.-.2-.:./ ees 40,000 | July 1952. 
Consolidated Gas, Electric Light & Power Co."| Gould No. 3........-.---- | 80,000 | Mareh 1952. 

of Baltimore. Riverside No. 4..-..- --| 60,000 | May 1951. 
a Electric Power Co___- : Benning No. 14__.------. } 25,000 | October 1951. 
Vineland, N. J E ; 4 ERE, PS BER AR pce: 7, 500 | September 1951. 





Total FPC region I, 36 units 
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Steam turbine-generators, 4,000 kilowatts and larger, scheduled for shipment to 
utilities in United States between Mar. 1, 1951, and Sept. 30, 1952—Continued 





System 





FPC REGION I 


Duquesne Light-Co__............- 


Monongahela Power Co 


Potomae Edison Co. 


Cleveland Electric Uluminating Co 


Columbus & Southern Ohio Elect 
Pennsylvania Power Co 


PS. las 


T O00GM, Se vin poten sen eee= aera a6- 
{Appalachian Electric Power Co_-...-.....--- 


Indiana & Michigan Electric Co 


Ohio Power Co 


Consumers Power Co 


The Detroit Edison Co 


Cincinnati Gas & Electric Co-- 
Dayton Power & Light Co 


Indianapolis Power & Light Co_-. 


Louisville Gas & Electric Co_...........---.--- 


Publie Service Co. of Indiana... 


FPC RECION Il 


Virginia Electrie & Power Co_-_- 


Electric Energy, Inc. ...-...---- 


Kentucky Utilities Co_._._- 


Tennessee 


Carolina Power & Light Co. 


Duke Power Co. 


South Carolina Electric Gas Co 


Valley Authority. _.._-- 


South Carolina and Public Service Authority 


\labama Power Co 
Georgia Power Co. 
Gulf Pawer Co 
Florida Power Corp. 


Florida Power & Light Co___- 


Total FPC region III, 38 units 











Name- | Nominal sched- 
Station or location plate | uled shipping 
rating | date 
ee | 
Kilowatts 
SUR = soc civcowennnne 80,000 | July 1951. 
ES 80, 000 June 1952. 
oR ae 60,000 | February 1952. 
SE Ee 60,000 | April 1951. 


Albright No. 2........_-- 
Eastlake No. 1......----- 
Lakeshore No. 17__..---- 
Poston No. 3 
New Castle 
Acme 
Kanawha River No. 1. 


Tanner’s Creek No. 2 


Sporn No. 3 
Sporn No. 4 


J. R. Whiting No. 1 
J. R. Whiting No. 2_- 
Conners Creek No. 16 
ee | 3. th ae 
St. Clair No. 2 
Clermont No. 1-_------- 
O. H. Hutchins No. 5_- 
F. M. Tait 

White River No. 3 
White River No. 4 
Paddy’s Run 
Edward sport 
Wabash River No. 1 
Wabash River No. 2 


Chesterfield __ 


Joppa 


Jappa 
Pineville _- 
Tyrone - 
Johnsonville No. 
Johnsonville No. ‘ 
Johnsonville No. : 
Johnsonville No. 
Johnsonville No. 
Johnsonville No. 6. 
Widow's Creek No. 1 
Widow's Creek No, 2_. 
Widow's Creek No. 3 
Widow’s Creek No. 4 
Paducah 

do_. ‘ 
Goldsboro 

do. 
Lumberton 
Buck No. 5 
Lee 
Riverband 

do 


~] 


Don we Con 


Hagood 


| Chickasaw 


Gorgas 


_.| Brunswick. 
| Yates No.3 








Pensacola _ 
River Junction 


Avon Park 
| 


Palatka 








60,000 | March 1952. 
100,000 | August 1952. 
60,000 | March 1951. 
60,000 | November 1951. 
85,000 | October 1951. 
60,000 | March 1951. 
160,000 | September, Oc- 
| tober 1952. 
125,000 | March, April 
| 1952. 
125,000 | April 1951. 
125,000 | November, De- 


85, 000 


| _cember 1951. 
October 1951. 


85, 000 | August 1952. 

10C, 000 | March 1951. 

125,000 | March, April 

| 1952. 

125, 0C0 | September 1952. 

100, 000 | August 1951. 
60, 000 | July 1952. 
30,000 | August 1951. 
40,000 | October 1951. 
40,C00 | August 1952. 

60, 000 | April 1952. 

60, 000 | April 1951. 

90, 000 | April 1952. 

90, 000 | September 1952. 
6,000 | February 1952. 

2, 336, 000 

90,000 | December 1951. 
90,000 | September 1952 
nn 1fT—June 1952. 

125,009 1) G— August 1952. 

fT—August 195 


25, 000 


000 | 
10, 000 | 
2, 500 
2, 500 
2, 500 
2, 500 








\G—October 1952. 
February 1951. 
June 1952. 

May 1951. 

July 1951. 
September 1951. 
November 1951. 

| March 1952. 


2 
S 











00 | May 1952. 

00 | October 1951. 
00 | December 1951. 
00 | May 1952. 

500 | July 1952. 
,000 | Tune 1952. 
,000 | August 1952. 
000 | February 1951. 
000 | December 1951. 
000 | February 1952. 
000 | June 1952. 

000 | March 1951 
,000 | November 1951. 
000 | February 1952 

0, 000 | August 1952. 

, 000 | April 1951. 
000 | November 1952. 
.000 | March 1951. 
000 | February 1952. 
.000 | February 1952. 
,000 | March 1952. 
000 | January 1952. 
000 | April 1952. 

000 | February 1952. 
,000 | May 1952. 

,000 | April 1951. 

.000 February 1952. 

3, 120, 000 


Steam turbine-generators, 
utilities in United States 


System 


FPC REGION IV 


Superior Water Light & Power Co 
Wisconsin Electric Power Co 
Wisconsin Public Service Corp 
Central Illinois Electric & Gas Co 
Commonwealth Edison Co 

Iowa Illinois Gas & Electric Co 
Northern Indiana Public Service ¢ 


Centra! Electric Power Coop 
Union Electric Co. of Missouri 
Lake Superior District Power Co 
Minnesota Power & Light Co 


Northern States Power Co 
Interstate Power Co 


Iowa Public Service Co 


Iowa Southern Utilities Co 


Spencer, Iowa, City of 

Central Mlinois Light Co 

Mount Carmel Public Utility Co 
Springfield, Tl., City of 

Piqua, lowa, City of 


‘o 
Public Service Co. of Northern Illinois 


4,000 kilowatts and larger, scheduled for shipment to 


between Mar. 1, 1951, and Sept. 30, 1952—Continued 


Station or location 


| Winslow 
Oak Creek No. 1 

| Pulliam 

| Sabrook 
Ridgeland 

| Moline a 

Michigan City 
Dixon 
Waukegan 


Meramec... 
Bay Front 
Aurora 

do “ 
Black Dog No. 1 
Lawrence No. 3 
Dubuque 
Fox Lake 
Maynatd 


Total FPC region IV, 28 units 


FPC REGION V 


Alexandria, La., City of 
Arkansas- Missouri Power Co 
Arkansas Power & Light Co 
Central Louisiana Electric Co 
Clarksdale. Miss., City of 
Greenwood, Miss., City of 
Louisiana Power & Light Co 
New Orleans Public Service, Inc 
Northwestern Electric Co-op 


Oklahoma Gas & Electrie Co 
Publie Service of Oklahoma 
Bryan, Tex.. City of 

Gulf States Utilities Co 


Lubbock, Tex 

Southwestern Public Service Co 
Dallas Power & Light Co 
Texas Electric Service Co 


Texas Power & Light Co 
Brownsville, Tex. 

Central Power & Light Co 
Houston Lighting & Power Co 
San Antonio Public Service Board 
Western Electric Co-op 


Total, FPC region V, 27 


FrC REGION VI 


Central Power Electric Co-op 
I 


Black Hills Power & Light Co 

Montana-Dakota Utilities 

(Nebraska Public Power System, 
public power district.) 

Kansas City, Kans__.- . 

Kansas City Power & Light Co 


Kansas Power & Light Co 


Lake Catherine No. : 


Nine Mile Point No. 2 
Market St. No. 13 


Sulphur No. 1 
Carnegie No. 1 


Louisiana station No. 1A 


Neches No. 6 


Amherst. 
Parkdale 
North Main 
Morgan Creck 


Victoria No. 3 
Green Bayou No. 3 
Leon Creek No. 3 
Anadarko 


units 


Loup River 


Hawthorne. 

do 4 oe 
Hutchinson No. 3. 
Lawrence No. 2 


| 


Name- 
plate 
ating 


Kilowatts 


| 


| 
=| 
| 
| 


11, 500 | 


120, 000 


60, 000 | 
30, 000 | 
150, 000 | 
20, 000 | 


60, 000 


60, 000 | 
100, 000 | 


15, 900 
110, 000 
20, 000 
40, 000 
40, 000 
50, 000 
20, 000 
25, 000 
10, 000 

5, 000 
20, 000 
11, 500 
20, 000 
20, 000 

5, 000 
60, 000 

7. 500 
20, 000 
10, 000 


| 
| 
| 
| 
| 
| 
' 
| 


' 1,120, 500 


7, 500 
30, 000 
90, 000 
20. 000 

7, 500 

5, 000 
90, 000 
20, 000 


20, 000 | 


20, 000 
60, 000 
60, 000 
5, 000 
15, 000 
60, 000 
11, 500 
40, 000 
60, 000 
60, 000 


40,000 | 


60, 000 
15, 000 
30, 000 
80, 000 
60, 000 
15, 000 


15, 000 


996, 500 


15, 000 


15,000 | 


10, 000 


5, 000 | 
30, 000 | 


30, 000 
60, 000 


90, 000 | 


36, 000 
30, 009 
5, 000 


Nominal sched- 
uled shipping 
date 


December 1951, 
April 1952. 
May 1951 
January 1952. 
October 1951. 
September 1952. 
April 1951. 
September 1952. 
July 1951. 
October 1951, 
December 1951. 
0. 

July 1952. 
August 1952. 
January 1952, 
August 1951. 
May 1952. 
May 1951, 

Do. 
June 1951, 
July 1952. 
May 1952. 
July 1982. 
November 1951. 
May 1951, 
July 1951. 
October 1951, 
July 1951. 


March 1951. 
August 1952. 
June 1952, 

d 


0. 
November 1951. 
August 1951. 
July 1952. 
November 1951. 
August 1951. 
September 1951. 
Tune 1952. 
December 1951. 
April 1951. 
June 1951. 
October 1941. 
February 1952. 
June 1951. 

A pril 1952. 
August 1951. 
February 1952. 
September 1952. 
May 1952 
March 1952 
October 1952. 
September 1952. 
1952. 

1952. 


March 1951. 
April 1951. 
July 1951. 
September 1951 
March 1951. 


April 1951. 
March (951. 
August 1952. 
May 1951. 
September 1951. 
November 1951. 








ent to 


ued 


sched- 


pping 
e 


1951, 
1. 


1951. 
1. 
1951. 


1951. 


951 


951. 
951. 





aa 











Ee 
B3 
i 
eg 
ie > 
_. 
p22 








Steam turbine-generators, 


System 


FPC REGION’ VI—continued 
Consumers public power district, Scottsbluff. 
Publie Service Co. of Colorado_- yp ey 
| 
Kansas Gas & Electric Co-_-_........-..--..-- 
La Mar, Colo._------ PE ee ES EE 


Total, FPC region VI, 16 units_.._._.-_- 


FPC REGION VU 
Montana Power Co iat 
Utah Power & Light Co_. 
Total, FPC region VII, 2 units. _...__-- 
FPC REGION VIII 


Pacific Gas & Electric Co 


Burbank, Calif., City of . 
California Electric Power Co_ 


Glendale, Calif., City of 

Imperial Irrigation District 
San Diego Gas & Electric Co 
Southern California Edison Co___- 


Salt River. Power District...................-.-. 
Total FPC region VIII, 12 units_..__..__- 
Total FPC regions I to VIII, 188 units___- 
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Station or locat 


| Grand Junction 


Arapahoe No. 3 


4,000 |kilowatts and larger, scheduled for shipment to 
utilities in United States between Mar. 1, 1951, and Sept. 30, 1952—Continued 


ion 


| Kilowatts 


Murray Gill No. ! : 


F. W. Bird 
Salt Lake No. 2_- 


Burbank 


San Bernadino No. 1. en 
San Bernadino No. 2 


Gler idale 
E] Centro___- 


Silver Gate No. 4__- 


Etiwanda No. 1 
Etiwanda No. 2 



























Nominal sched- 





Name- 
plate uled shipping 
rating date 













7,500 | July 1951. 

7, 500 Do. 
40,000 | June 1951. 
40,000 | January 1952. 

5, 000 August 1951. 







4120, 000 | 
60, 000 is 
60, G00 | 


September 1951. 
October 1952 





1 20, 000 

















100,000 | November 1951, 
100, 000 | March 1952. 
160, 000 | June 1952. 

30, 000 | September 1951. 





30, 000 
30, 000 


February 1952. 
May 1952. 








20,000 | February 1952. 
30,000 | August 1951. 
50,000 | January 1952. 





100. 000 
109, 000 
30, 000 


August 1952. 
September 1962. 
November 1952. 























Water-wheel generators, 4,000 kilowatts and larger, scheduled for shipment to utilities 
in United States between Mar. 1, 1951, and Sept. 









30, 1952 








System 


Station or loca 


tion 









Nominal sched- 
uled shipping 
date 


Name- 
plate 
rating 











FPC REGION I 


Niagara Mohawk Power Corp______.......-..-- 
Pennsylvania Water & Power Co 


Total FPC region I, 3 units........._.___- 
FPC REGION I 
(None) 
FPC REGION III 
TI 6 oe on cacketcnedecatcn 
Ss ng. Ko rac nckhactecacees 


gf ERS SSE meee Bement: 





Stewart’s Bridge. __ 
Haltwood No. 1 (rebuild) - 
Haltwood No. 2 (rebuild)- 


| 
Bartlett’s Ferry. 


Furman Shoals No. 1__-_- 
Furman Shoals N 


Buges Island____- 


Gianks Hill No. 1 
Clarks Hill No. 2 


Wolf Creek No. 4 


Wolf Creek No. 5.______- 


Wolf Creek No. 6 





ig ee 













Kilowatts 
32,800 | October 1951. 
11,350 | August 1951. 
ll, 350 October 1951. 















52, 500 | March 1952. 
21,850 | June 1951. 
21,850 | May 1952. 
21,850 | June 1952. 
12,000 | February 1951. 
32,000 | June 1951. 
32,000 | September 1951. 
32,000 | January 1952. 





38,888 | February 1952. 
June 1952. 










10,000 | September 1952. 
43,750 | February 1951. 
43,750 | June 1951. 

43,7 August 1951. 
43,750 | January 1952. 





43,750 | April 1952. 








Water-wheel generators, 4,000 kilowatts 
in United States between Mar. 1, 
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and larger, scheduled for shipment to uttlitics 


1951, and Sept. 30, 1952—Continued 





System 





FPC REGION 11I—continued 


Tennessee Valley Authority 


Total FPC region III, 27 units 
FPC REGION IV 
(None) 
FPC REGION V 


Corps of Engineers - - - - ------- 


International Boundary and Water Commission 


State of Oklahoma__----..--- : 
Total FPC region V, 13 units 
FPC REGION VI 


Bureau of Reclamation - - - --- 
Corps of Engineers. - .. ------- 


Total FPC region VI, 3 units 
FPC REGION VII 
Bureau of Reclamation... 


California Oregon Power Co 


Corps of Engineers 
Idaho Power Co 


City of Seattle 


City of Tacoma eee 
Washington Water Power Co 


Total FPC region VII, 20 units........... 
REGION VIII 
Bureau of Reclamation 


Total FPC regions I to VIII, 71 units_. 





| Hungry Horse No. 2. 


Flatiron 
Fort Peck ee cl oe 
Fort Randall._...______.- 


Canyon. Ferry 

do. 

do ey 
Hunery Horse No. 1... 


Hunery Horse No, 3__. 
Hungry Horse No. 4 
Toketee Falls No. 1_ 
Toketee Falls No. 2 
Detroit 
C.J. Strike No. 1 
C. J. Strike No. 2_- 
C, J. Strike No. 3_. 
Ross : 

do 

do Pegi 
Cushman No. 2 
Cabinet Gorge 

do 

..do 








| Name- | 
| Station or location plete | 
rating 
Kilowatts | 
ie REN Sth et Te ot 28, 200 | 
_.do wnmpaitantesuse 28; 200 
Cherokee No. 2.......--.- 29, 200 
Cherokee No. 4_-.....--- 29, 200 
Chickamauga... ---------- 27, 000 
SID so iis pinecone 75, 000 
Guntersville.__......_--- 23, 625 
Hales Bar No. 1-..._---- 23, 625 
Hales Bar No. 2.._..._-- 23, 625 
Pickwick Landing. - --_. 36, 000 
| eR SEE Cee 36, 000 
a i eas 892, 251 
cticianeetet Bull Shoals... .........-- 37, 890 
(i OEE? ES 37, 890 
0 Se RN TS 37, 890 | 
do ie 37, 890 | 
Port Giheeh....666s<.-'.. 11, 280 
< "Sia 11, 280 
ND é hos cra sda meee 11, 280 
do . 11, 280 
WHE «sce. secu 15, 000 
manana Sr 
Falcon No. | 10, 4 | 
Falcon No. 2.....-.-..---- 10, 200 | 
sioatiwne CORE BAL POT 05 33s 14, 400 





| 


110,000 | 
SSS } 
} 
14, 600 | 
14, 600 | 
14, 600 | 
65, 625 | 
65, 625 | 
65, 625 
65, 625 | 
11,323 | 
11, 323 | 
50, 000 | 
26, 200 | 
26, 200 | 
26, 200 
90, 000 | 
90, 000 
90, 000 
27, 000 | 
50, 000 | 
50, 000 | 
50, 000 











Hoover 

do ne 
Hoover A-9- 
Salt Springs 
Big Creek 


Ae Di See Be | 


TEE poe 
904, 546 | 


82, 500 | 
82, 500 
54, 688 
28, 900 | 
36, 750 | 


285, 338 | 


2, 509, 115 | 


Nominal sched 
uled shipping 
ete , 


May 1952. 
September 195. 
April 1952. 


September 1952 


August 1951. 
Avril 1952. 
May 1951. 
Sentember 195) 


December 195) 
July 1951. 
December 195] 


May 1951. 


| September 1951 
| November 1951 


March 1952. 
September 1951 
December 1951 
March 1952. 
May 1952. 
June 1951. 


| August 1951. 


July 1952. 
August 1952. 


| April 1951. 


| August 1952. 
| April 1951, 
| June 1952, 


March 1952. 
June 1952. 
September 1952. 
November 1951. 
February 1952. 
March 1952. 
August 1952. 
March 1951. 
August 1951. 
August 1952. 
July 1951. 
August 1951. 


| September 1951. 


November 1941. 
February 1952. 
July 1952, 
August 1951. 
March 1952, 
April 1952, 
May 1952. 


January 1951, 
Apri! 1951. 
May 1951, 
February 1952. 
January 1951. 








ee ee 


Re Cy ee 











Pee eae ee ee 










ttlitics 


sched 
pping 
y, 


r 1952 

.. 

rT 1952 

51. 

r 195) 
195) 


195] 


r 1951 
r 1951 
2 


r 1951 
1951 
2 


952. 
51. 
























































ye 
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p 4,000 kilowatts and larger, 
United States industrials between Mar. 1, 1951, and Sept. 30, 1952 


scheduled for shipment to 











United States industrials 


Location 





Alan Wood Steel Co___.- 


American Smelting & Re 


American Sugar Refining Co 


American Viscose Corp. 
Bethlehem Steel Co 
Brunswick Pulp & Pape 
g annon Mills... 

Carnegie- Iilinois Stee) 
Celanese Corp- J 


Colorado Fuel & Iron Co___- 


Dow Chemical______..- 


Dow Chemical No. 2 


Dupon No. 1. 
Dupon No. 2 


fining C “Ses 


rCo. 


Conshohocken, Pa. * 


Brunsw ick, Ga 


Soe, wo. 


Freeport, Tex 

do 

do 

do i 
L udington, Mich 
Wilmington, Del 

do . 


Coudgearice& Watibae C. hsttkds schceaihedadeeadcdbneeaaen 


Gulf Oil Corp 
Hudson Pulp & Paper 
Humble Oil 


Huron Portland Cement 


Industrial Rayon No. 1 
Kaiser No. 1 
Kaiser No, 2 
Kaiser No. 3.-..-...---. 
Kohler Co. 


jG RG The a 7 ae 


Linde Air Products Co 
Lone Star Steel Co 
Mathieson Chemical Co 
Mead Corp. No. 4 

Mead Corp. No. 2 








Medusa P ortland. Ce ment Co 


Mosinee Paper Co---- 
National Lead___. 
North American R: iyon 
Ohio State University 
Charles Pfizer Co 
Rayonier, Inc oe 
Republic Steel Co 
a gel Paper 
. Regis Paper Co. No. 
. Regis Paper Co. . 


Corp 


Bel nese OSL G oo 


Joseph Schlitz Brewing Co 


Shop Plant, G. E. Co 
So. Adv. Bag : 
Southern Kraft No. 1 
Southern Kraft No. 2 
John Strange Paper Co 
Thilmany Paper 
Union Bag & Paper 


University of North Carolina. 


Western Electric No. 1 


Western Electric No. 2.- 


West Virginia Pulp & a tas JAR o 


Weyerhaeuser Timber 


Union Carbide & Carbon 


American Cyanamid Cx 


Ameriean Viscose No. 2 
American Viscose No. 3 
Champion Paper 


Colorado Fuel & Iron Co wie 


Dow Spuanes: Co 
De 


Ki siser No. 4.__.__.. 
Kaiser No. 5____- 
Kaiser No. 6 
ey a 
Kaiser No, 8___---- a 
Kaiser No. 9_- 

National Container No. 


ERS SOE TT 


Palatka, Fla_____. 
Bayton, Tex. -_.___- 





Kohler, Wis 


East Chicago. Tl 
..do 
do 
do... 
Lone Star, 
Lake Charles, La 
Chillicothe, Ohio 
Kingsport, Tenn 


Sayersville, N. J 


Columbus, Ohio 
Brooklyn, N. Y 


Acme, N.C 


~ | Chapel Hill, 


| - 
| 

..| Philadelphia, Pa 
} : 
| 


National Contginer.....................--. WEIR OL do. 


Pensacola, Fla. _- 
Fla 


Lynn, Mass 
Moss Point, 
do 
do 


Pensacola, 


Miss. 


| Kaukauna, Wis-- 


Savannah, Ga 
N.C 
Cicero, Il - 

do 


| Longview, Wash 
| Marietta, Ohio 


Tex 


...ao0 
Canton, N. C. 
3 
| 3t# 
| Marietta, Ohio 
| 
| 
| - 
Ae he be 


Jacksonville, Fla 


Name- 
plate 
rating 


erie 


Kilov atte 
7, 500 

5, 000 

4, 000 

5, 000 

20, 000 

4, 000 

7, 500 

30, 000 

6, 000 

15, 000 

5, 000 

30, 000 
30, 000 

40, 000 

4, 000 

5, 000 

5, 000 

12, 500 

5, 000 

7, 500 
7, 500 
12, 500 
10, 000 
10, 000 


10, 000 | 


20, 000 

6, 000 
500 
500 
500 
500 
000 


— 


000 
000 


, 000 


oOuaok + as 


40, 


20, 


20. 





006 | 
500 
000 | 


000 | 
000 


, 000 
1, 000 
, GOO 
7, 500 
6, 000 | 
5, 000 
6, 000 
5, 000 | 
10, 000 
4, 060 
12, 500 
10, 000 | 
5, 000 | 
6,000 | 
10, 000 
10, 000 
5, 000 
5, 000 
10, 000 
12, 500 
49, 000 
. 000 
000 | 
5, 000 
5, 000 
10, 000 | 
. 000 
000 
30, 000 | 
, OOO 
, 000 
20, 000 
000 | 
000 
, 000 | 
, 000 
7, 500 
7, 500 





Nomina! sched- 
uled shipping 
date 


August 1951. 

| April 1941. 
July 1951. 
March 1951. 
July 1951. 
March 1951. 
April 1951. 
November 1951. 
August 1951. 
March 1951. 
April 1951 
May 1951. 

Do. 
July 1951. 
November 1951. 
May 1951. 
June 1951. 

Do. 
July 1951. 
March 1951. 
July 1951. 
November 1951. 

do. 
October 1951. 
November 1951. 
December 1951. 
July 1951. 
May 1951, 
June 1951, 
| July 1951. 
August 1951. 
December 1951. 
May 1951. 
April 1951. 
June 1951 
March 1951. 
April 1951. 
August 1951. 
July 1951. 
June 1951 
August 1951. 
April 1951. 

Do. 

Do. 
July 1951. 
August 1951. 

Do 
December 1951. 
September 1951. 
April 1951. 

Do 


M: lv 19! 51. 
October 1951. 
March 1951. 
July 1951. 
June 1951 
Do 
July 1951. 
| October 1951. 
December 1951. 
March 1951. 
| Mareh 1952. 
July 1952. 
| May 1952, 
| Do. 
April 1952. 
May 1952. 
April 1952 
tnly 1952. 
Jyhe 1952. 
January 1952. 
Do. 
March 1952. 
April 1952. 
Do. 
May 1952. 
4 pril 1952. 
May 1952. 
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United States industrials between Mar. 1, 1951, and Sept. 30, 1942—Continued 


| 
| 
Name- | Nominal sched- 
United States industrials | Location plate | uled shipping 
| rating date 
| Kilowatts | 
Navy Department Se ROE a : Pensacola, Fla---.......- 7,500 | February 1952. 
0 ; do oF as enecmgle 7, 500 | Do. 
New York Board of Transportation | Re ee i 60, 000 | Do. 
Pittsburgh Plate Glass Co ae Siete ween es 15,000 | April 1952. 
Republic Steel.__..........--.-- his _....-.-------| 15,000 | February 1952, 
Southern Alwal--..--.-=.......- 4 | Lake Charles, La----.-- 20, 000 | April 1952. 
Union Bag ; = | Savannah, Ga aS 10, 000 | do. 
Wyandotte Chemical No. 1_.------ | Wyandotte, Mich___-__- 15, 000 | May 1952. 
Wyandotte Chemical No. 2 ee do Se aGhNE act Tt 15,000 | June 1952. 
W yandotte Chemical No. 3 x = : | do PSE Seva Say fale 15,000 | August 1952. 
Youngstown Sheet & Tube Co iietiaceiicctligcaan at 10,000 | July 1952. 


Total United States industrial, 89 units___|____- a Bae 1,139, 000 | 








POWER CONDITIONS AS PRESENTLY ESTIMATED, JUNE 1951 TO DECEMBER 1953 
Notes on table which follows 

Power systems included are the major interconnected systems only, comprising 
about 95 percent of total United States supply. 

‘‘Power sources”’ means aggregate power sources in region plus power imports 
into region less power exports from region. Amounts shown are on basis of the 
present nominal scheduled dates for factory shipments of equipment and for 
initial power plant operation. Allowance for slippage in these schedules is made 
later in the tabulation. 

“Minimum reserves’’ means allowance for maintenance outages and minimum 
operating reserves, sufficient for reasonable service insurance but subnormal by 
peacetime standards. 

‘Estimated loads” for each region include new defense loads specifically foreseen 
but make no allowance for possible additional defense loads of major size. 

““Margin as scheduled”’ means power available for additional loads not included 
in the load estimates, on basis of present nominal power plant operating dates. 

‘Delays in new plant’? means the reduction in generating capacity, from that 
presently scheduled to be available, resulting from delays in completion of new 
plant installations due to slippage in factory shipping dates of equipment or to 
delays in field construction. he amounts of delayed capacity shown in the table 
are now foreseen as virtually irremediable; they do not include the additional 
delays which will occur unless scheduled rates of factory production of equipment 
and normal progress of field construction are restored in the near future. 

“‘Margin after delays’? shows the amount presently foreseen as available for 
additional defense loads, this margin being subject to further reduction if delays 
continue to accumulate. 

“Transfer capacity within regions’’—~The power systems within the regions 
shown in the table are generally well interconnected internally, so that subregional 
margins and deficiencies can be equalized. In the few cases where’ certain sys- 
tems in a region are not interconnected, these isolated systems themselves show 
only narrow reserve margins, so no generating capacity in ‘the program is 
bottled up. 

“Transfer capacity between regions’’—there will be a limited amount of power 
transfer capacity between regions in the cases noted below, which can partially 


equalize margins shown: Among II, III, and IV; between III and V; between 
VII and VIII. 


Steam turbine-generators, 4,000 kilowatts and larger, scheduled for shipment to 















a Sh ik 
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Major interconnected systems (about 95 percent of total) 


{In thousands of kilowatts] 


RECION I--NORTHEAST 


Median hydro conditions: 
Total power sources 
Minimum reserves 
Net power sources 
Estimated loans ‘ 
Margin as scheduled ___- 
Delays in new plant_- 
Margin after delays 

Percent of loads 

Adverse hydro conditions: 
Margin as scheduled 
Margin after delays-_- 

Percent of loads 


RECION IIl--EAST NORTH CENTRAL 


Median hydro conditions: 
Total power sources 
Minimum reserves 
Net power sources __- 
Estimated loads ’ 4 
Margin as scheduled ____._____.-- 
Delays in new plant____-- 
Margin after delay _- 
Percent of loads 
Adverse hydro conditions: 
Margin as scheduled (same as above) 
Margin after delays (same as above) 


RECION III-—SOUTHEAST 


Median hydro conditions: 
Total power sources 
Minimum reserves _- 
Net power sources 
Estimated loads 
Margin as scheduled 
Delays in new plant 
nn eee, owe auaeaceman 
a a ane eae 
Adverse hydro conditions: 
Margin as scheduled - - 
Margin after delays___._..-_-- 
Percent of loads 


REGION IV—WEST NORTH CENTRAL ! 


Median hydro conditions: 
Total power sources. - 
Minimum reserves 
las onc ona a Cee aibawie vies 
Estimated loads 
Margin as scheduled 
Delays in new plant 
Margin after delays_. 
Percent of loads. _- 
Adverse hydro conditions (same as above) 


REGION V—SOUTHWEST ? 


Median hydro conditions: 
NE MIDS, 6 oa isi sin ccna as miei ewaseeei 
I on as sei atone scnsaomive kos ate 
eg ae EEE ETE ip ane pea 
Estimated loads 
Margin as scheduled 
Delays in new plant 
Deere Biber Geleye...... io 
Percent of loads 
Adverse hydro conditions: 
Margins as scheduled ____- pe atl a wig 2 Ae ge Bure 
Margins after delays 
Percent of loads. - 


1 Including part of region VI. 
2 Including part of region VI. 


80820—51—pt. 1——16 


End of 
| 1951 


10, 720 
670 
10, 050 
10, 423 
(373) 
172 
(545) 
(5. 2) 
(856) 
(1, 028) 
(9. 8)| 


9, 547 


8, 867 
8, 604 








Mid-1952 


1,710 
13, 009 
12, 891 | 
28 
175 | 
(147) 
(1.1) 

| 


11, 932 | 
1, 246 | 
10, 686 | 
9, 882 | 
804 | 
457 | 
347 | 
3.5 | 
332 | 
(125)} 
(1.3)| 





End of 


1952 


198 
(426) 
(3. 62) 


10, 209 





Mid-1953 | End of 


1953 


| 
| 


| 
20, 004 | 21, 387 
2, 684 1, 721 
7, 320 | 19, 666 
3, 459 | 18, 535 
RAG | 1, 131 
360 | 538 
593 


15, 058 
1, 080 
14, 028 
13, 204 
824 
270 
554 
4.2 


309 
39 
0.3 
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Major interconnected systems (about 95 percent of total)—Continued 


{In thousands of kilowatts] 





| 
End of : End of | End of 
1951 | Mid-1952| “toso. | Mid-1983)° “i554 





RECION VII—NORTHWEST 


Median hydro conditions: 
I MS ag Ce ng adoweres 5, 529 5, 510 6, 282 6, 911 7,109 
Minimum reserves - . -----.. ; 200 528 | 78 


FN a RE at 288 5 316 
NS ni nnlaen ccunace=-nsetieenkoes 5, 329 4, 982 5, 994 6, 333 6, 798 
CT ee oe ee 5, 543 5, 215 6, 168 5, 610 6, 5ON 
SS SDSS ESF eek eee ee (214) (233) (174) 723 195 
eR al toe 30 0 165 7 318 
ee eae no ee (244) (233) (339) 648 (123 

Os RR Se: Seas (4. 4) (4. 5) (5. 5) 11.5 (1.9 


Adverse hydro conditions: 











Median hydro conditions: 
Total power sources 


72,353 | 76, 050 81, 587 86, 753 91, O84 








” 
Margin as scheduled...............-.....-- aS (780) (233) (590) 723 (30 
Margin after delays..............- nae Sev eee 35 (810) (233) (755) 648 (348 
OO ES SS es Tete (14. 6) | (4. 5) (12. 2) 11.5 (5.3 
REGION VIII—PACIFIC SOUTHWEST 
Median hydro conditions: 
Total power sources - - ot bana VR 7, 540 | 8,015 8, 460 S,710 8, 771 
Minimum reserves. - ..-....-.--- ; ; 499 | 861 666 566 701 
es ee cece cd awn eawnnakh 7,041 7,154 7,794 7,844 8, O70 
Estimated loads ___.___- SMR TY 6,478 | 6, 463 7,021; 6907| 7,442 
ONS OS SESS ee 563 | 691 773 | 937 628 
Delays in new plant 0 20 330 | 50 0 
Margin after delays 563 | 671 443 | 7 628 
Percent of load. __... 8.7 | 10.4 6.3 12.8 84 
Adverse hydro conditions: | 
Margin as sched"led cae ; ; * 563 427 | 379 | 17 197 
Margin after delays ; . | 563 | 407 | 49 | 567 197 
Percent of load --- ; dasa 8.7 6.3 7 8.1 2.6 
TOTAL UNITED STATES 
Minimum reserves . ae) aes 5, 480 | 8,910 | 6, 421 9, 842 7,315 
Net power sources. ---_-- ; .-.----.-| 66,873 | 67,140 | 75,166; 76,91 83, 769 
Estimated loads __..-._-- ‘ ‘ ee 66,143 | 65,073 | 72,137} 70,621 | 78, 211 
Margin as scheduled ; 730 2, 067 | 3, 029 | 6, 295 | 5, 558 
Delays in new plant------ jt cane tenes aad 538 | 1, 068 3, 016 | 1, 345 | 1, 622 
Margin after delay P 5 at | 192 999 13 | 4,950 | 3, 936 
Percent of loads : cade TeiePs 0.3 | 1:5 | .0 | 7.0 | 5.0 
Adverse hydro conditions: 
Margin as scheduled lary: (528)' 1,023 | 1,510 | 5, 286} 4,175 
Margin after delays. ___--- z= aaah | (1, 066) | (45) (1, 506) | 3,891 | 2, 553 
Percent of loads weced halkmbieks (1. 6) (0. 1) (2. af 5.5 | 3.3 
| { ' | 
REQUEST 


Until such time as the DEPA ean present a more formal and detailed power 
program, we urgently request that consideration be given to ourinterim program 
so that necessary action be taken to assure an adequate supply of carbon and 
alloy steel to the power suppliers for the months of May and June 1951. 

The total steel requirements for constructions for the months of May and June 
amount to 98,385 tons and for maintenance, repair and operation supplies 8,194 
tons per month. The breakdown by shapes is shown on the ettached exhibit A. 

These requirements are based on returns of questionnaires sent on November 
24, 1950, to all class I utility systems (as defined by the Federal Power Commis- 
sion including both publicly and privately owned systems) representing over 90 
percent of the capacity of the industries and to the Army engineers and the Rural! 
Electrification Administration. The figure for each month represent 32% percent 
of the survey totals for the second quarter of 1950. Five percent has been added to 
the totals for smaller utilities not included in the survey. These figures include 
only steel purchased by the electric power systems in mill shapes and forms for 
direct use and construction. They do not include any quantities required by 
manufacturers for incorporation in fabricated equipment which is then later 
delivered to the electric power systems. 
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EMPLOYEES 


Mr. Taser. You presently have how many people working for you? 

Mr. Kos. We have 77 paid employees. 

Mr. Taser. Is that your anticipated number? 

Mr. Kors. Our figure, Mr. Taber, would go to roug ily 100, which 
we have programed that we will have by the end of this month. 
Some of those are en route now. Then we hope to go to 110 by the 
end of June. As I mentioned this morning, we foresee an ultimate 
of maybe 150 to 200. 

Mr. Taser. Why do you need the additional help? Are you get- 
ting a lot of applications for priorities, or allotments, or whatever 
you call them? 

Mr. Kos. Mr. Taber, for aluminum alone we have had 2,200 
individual projects. We deal with about 4,000 companies. Now we 
are going to have the same thing with copper and the same thing 
with steel. That is only for one quarter. This is going to be a con- 
tinuous process in which we are going to have to find out the individ- 
ual requirements. 

REGIONAL OFFICES 


Mr. Taser. Do you have regional offices or anything? Do you 
simply take what these people are asking for and ask them questions 
to find out about it? 

Mr. Kotps. Yes, sir. We insist that these figures on the forms 
be put in and signed for by an officer of the company. We have 
found that we get a high degree of compliance and a high degree of 
truthfulness. That was the experience in World War II from the 
type of organization with which we are dealing. 


OPERATION OF AGENCY 


Mr. Taser. Were you involved in the operation here? 

Mr. Kos. In World War II? 

Mr. Taper. Yes. 

Mr. Kotz. No; I was not, Mr. Taber. 

Mr. Taser. Was Mr. McManus? ? 

Mr. Kous. No; 1 think | can say absolutely “No” in his case. He 
mentioned one activity he had during the war, but it has no con- 
nection with the Office of War Utilities. 


APPLICATIONS 


Mr. Taser. How much work is there to these applications? 

Mr. Kous. They are quite extensive. The intensity of the work 
depends upon the questions which were asked here. It is when you 
get down to the cases of splitting hairs, and you have to be able to 
make judgment and determine the essentiality. 


PARTS AND SUPPLIES 


Mr. Taser. What happens on these situations where they need a 
new generator or something like that? Do they have to come to you 
for authority to get that? 
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Mr. Kos. Here is the status on that: The order boards of these 
manufacturers are being frozen as of the 15th of March. From now 
on any changes in those order boards are going to be under our 
jurisdiction, with cooperation from the NPA. 

Mr. Taser. Do you mean that every new order has to have your 
approval? 

Mr. Kos. Yes; and if there are going to be any changes in those 
order boards ii will be under our control. 

Mr. Taser. Well, of course, there will be new orders. I suppose 
they would be changes. 

Mr. Kos. There is something more important involved there, 
Mr. Taber, and that is, who comes first? That is what I meant by 
the changes. 

Mr. Taser. You mean changes in the present set of orders? 

Mr. Ko ts. Yes. 

Mr. Taser. The orders that would be on hand on March 15? 

Mr. Kors. That is right. That is an important point, because 
there will be quite a few questions and problems that will arise out of 
that. 

SHORTAGES 


Mr. Taser. Is there a really substantial shortage in the things that 
they might require? 

Mr. Kots. There is this situation on materials: We expect to get, 
and we were told so, about 75 percent of our copper requirements. 
We cannot be sure of that. That would give you a measuring stick. 

We have been told that we would get about. 85 percent of our steel 
requirements. Those are some indications. 

After we make our claim then we have to wait for the NPA to grant 
it, and then after they grant it we make the allocations. That gives 
you some order of magnitude for the second quarter. As for the third 
quarter and the fourth quarter we do not know yet. 

Mr. Taser. In other words, you figure that industry has to be 
trimmed to the tune of 25 percent on its demands for copper? 

Mr. Ko ps. Yes, sir. 

Mr. Taser. What about the other things? 

Mr. Kos. The steel is 15 percent, if the figures we have been 
given are correct. Those are purely indications, and not firm yet. 

We have concerned ourselves at this point only with three com- 
modities: aluminum, copper and steel. There are manifold problems, 
of course, having to do with the construction of generators, like a 
shortage of nickel and columbium and other things that have to do 
with construction, but we have basically concerned ourselves with those 
three commodities, and most of our allocating will be done on those 
three commodities. 

PARTS AND SUPPLIES 


Mr. Taser. Now, with regard to the ordinary machinery that they 
have to have to operate, if they had to have a new armature or some- 
thing like that would they have to come to you for priority? 

Mr. Kos. That is a very good question, Mr. Taber, and one which 
has concerned us a lot. 

We classify that as a maintenance and repair item. What has 
happened is that the NPA issued a general maintenance and repair 
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order which applies to all industry, which went out about 10 days ago. 
We are working with them to get a particular order fer the utility 
industry. That order is in print, and will probably be out in a few 
days. It is up for review. That is important. 

A steel mill can shut down for a day, but a generating plant cannot. 
They have to have special treatment on maintenance and repair items. 

Mr. Taser. Does that not apply to almost any industry? 

Mr. Kou. As a general statement, I think that is right. 

Mr. Taser. I think it applies particularly to the utilities, where 
so many people depend upon them, and you are the only supplier. 

Mr. Taser. What about a coal mine? 

Mr. Koxs. Well, of course, if the coal mine should shut down, that 
would hit very few people. If a power plant shuts down, and it is : 
big city, it affects thousands of people. We have given that problem : 
lot of special attention. 

The way that will operate is this: Once we get the DO set-up for 
that proposed company self-administered by the company, except in 
exceptional cases, that will be worked out. In other words, if they 
get into a situation where they have exceptional demands over 
what the quota provided in the order, they will have to come in and 
ask for help on an individual basis. Those situations will arise all 
over the country. At that time we have to be able to act and get 
them help. 

Mr. Taser. Did they do that in World War II? 

Mr. Kous. Yes; they did, Mr. Taber. It was a very valuable 
set-up. 

WORKLOAD 


Mr. Taser. You do not anticipate any great activity outside of 
that allotment or priority set-up? 

Mr. Koxs. That plus the business of making sure t’\» power supply 
is there. We will have some activity. 


FEDERAL POWER COMMISSION 


Mr. Taser. Does not the Federal Power Commission have data 
on all of that which is available to you? 

Mr. Kors. Well, so far as the Federal Power Commission data is 
concerned, we have worked out a reconciliation with that. You see, 
if someone comes in and says, ““We have to have expediting done on 
a job for a turbine,’’ we have to have the facts in our own shop there 
in order to work with them. Of course, ours are pretty well up-to- 
the-minute data. They will get better as the force gets bigger. 


EMPLOYEES 


Mr. Taser. You have in this breakdown of employees a consider- 
able number of engineers. 

Do you have a special budget officer for your set-up? 

Mr. Koue. Yes; we do. 

Mr. Taser. You do. Why do you need a budget officer for your 
set-up? 

Mr. Kos. Well, we are operating on a basis there in which we have 
our administrative staff. 
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Mr. Taser. Is he the accountant also? 

Mr. Bowen. Yes, sir; he is, Mr. Taber. 

Mr. Taper. You have quite a lot of engineers. 

How many lawyers do you have? 

Mr. Kots. We have four. 

Mr. Taser. Do you need four? Why do you need four lawyers? 

Mr. Kos. We have quite an interrelationship on these orders and 
the contacts with the other branches here. We have this amortization 
thing that is being handled by our lawyers. All of our contracts, for 
example, on these interagency committees are by lawyers. We are 
represented there with the lawyers, drawing up the forms, and we 
have one right now on the aluminum, and we have one other one on 
the maintenance and repair, and we will have another one on the 
copper. 

Mr. Taser. These people have been selected, as T understand it, 
because they would have an idea of what is going on. Are they people 
of experience? 

Mr. Kos. Are you thinking of the lawyers, or of the whole group? 

Mr. Taser. First, let us consider the lawyers. 

Mr. Kos. Take our chief counsel. He was the assistant chief 
counsel of Bonneville, so that he has experience in the field. 

Of course, everybody else that is in that picture has had connection 
with power in one form or another; that is, outside of your administra- 
tive people. 

Mr. Taser. I think that is all I have at this time. 


AUTHORITY INVOLVED 


Mr. Davis. I notice you used the term “coordinating power supply,’ 
and explained quite fully as to why that could be done in order to 
increase the available power supply. Does that also involve the 
authority and the plans to use that authority for controlling and 
decreasing available power supply in certain areas? 

Mr. Koxs. Yes; it could. I can visualize such emergency con- 
ditions. 

The only thing we got into during the Second World War on that 
was the brown-out set-up, where you said “You cannot do it.’’ You 
could also get into situations where you could transmit the power 
from one region to another. 

We have, for example, gone on record as favoring the California- 
Oregon intertie, which is a tie between the Pacific Northwest and the 
State of California. There has been a lot of controversy around that. 

Our recommendation was based on the fact that you could firm 
up 100,000 kilowatts in the Pacific Northwest from California as a 
defense measure. We took no part in the broad aspects of the 
problem, which is a controversial one. From the defense standpoint, 
we recommended that it be built. That would be a type of case where 
you might say, ‘You will take power out of California and put it into 
Oregon,” which is the type of case I think vou had in mind. 

Then you have the other case where you are saying, ‘‘ You just can- 
not operate your signs,’’ and so on. We will have those powers, but 
of course that brown-out is so piddling in this total picture that it is 
more of a hair shirt than a realistic measure. 
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Mr. Davis. You have the authority, then, to stop power from go- 
ing into one particular area in order to divert it and make it available 





somewhere else? 
Mr. Kos. Those things are possible. You are up against the loss 

> ondistance there. The ability to transmit power is limited first by 
? the capacity of the lines and then also limited by the distance. It is 
nd not, for example, practicable to divert it over any great distance. It 
en - depends upon the capacity of the lines available. Oftentimes the 
for ~ amount you would be talking about might be only 3 or 4 or 5 percent 
are of the total pull. It is not an easy thing to do. 
we 3 Mr. Davis. It is an abstract power, so far as you are concerned 
on "right now? 
he ; Mr. Kors. Yes. 
j i. Mr. Davis. You have no plans? 
it, i= Mr. Kors. We are in hopes that each region can be worked out. 
le i+ For example, if you will look at our data, you will find shortages in 

~~ the Southeast and in the Pacific Northwest. If we happen to be good 
p? in Chicago or Cleveland or Detroit, that would not help any. 
} ss Mr. Woxr. Your point of several days ago, illustrating the effec- 
ief : "tiveness of the brown-out, was quite good. One production plant, I 

' understand, uses as much power as a large city. Cutting out the 
on ' night lighting or a good chunk of domestic use would still not meet 
ra- + the requirements for a high-load-factor plant, such as an aluminum 

= sopitant? 

Mr. Kos. That is very true; yes. 
4 REA 

fis k: Mr. Davis. Are you in the position of sitting on top of the REA, 
to ’ for instance, in their requests for the equipment that they might need? 
he ' You are sitting on top of them? 
nd 3 Mr. Kor. That is right. 


| Mr. Davis. They have to come in and get your premission before 
yn- > they can go ahead? 
3 Mr. Kors. That is right. Our philosophy in the Defense Electric 





aut ~ Power Administration is that we are going to deal with everybody on 
ou > an equal basis, and deal with the whole industry, too. 
Ter 4 
i ‘ TRAVEL ALLOWANCE 
1a- : 
he Mr. Davis. Probably someone else would like to answer this ques- 
at. tion, also; but it is a similar question to what was asked in the other 
rm 2 case. Here are your 10 additional people in the last quarter of this 
- a fiscal year, with a travel allowance of over $25,000. I can see where 
he 3 the fact that you are going to have 10 or 15 of these consultants is 
nt, > going to account for an abnormally large amount there, but 1 wondered 
re 4 if you had more information on that. Did the request that Mr. 
ito > Whitten made contemplate that was to be set forth in detail? 

: Mr. Wuirren. Yes, in the record. 
n- q Mr. Davis. I will read it there. 
ut : Mr. Boten. | will say one thing: That includes travel and per diem 
is ; allowance. 


Mr. Davis. I understand. 
Mr. Bouen. There are a number of consultants drawing both. 
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Mr. Kor. Our regional people are going to have to get out from 
Washington into these regions and meet with these coordinating 
groups, and get more accurate information on the ground. That 
depends, again, on how tight the situation gets. 


REGIONAL WORK 


Mr. Davis. You do not have any such thing as a regional office? 

Mr. Kor. No, sir; we do not contemplate any. We had them in 
the World War for inventory redistribution. In other words, it 
got to the point where there was just no copper. What we had to do 
was to get each utility to list its material in stock and then had them 
sell to each other. That was done through these regional ofices, but it 
is our judgment that that is not needed now. On that basis we have 
not programed it, and we do not foresee it. 

Mr. Davis. What do you mean by “getting out into the regions’’? 
[ think vou used that term. 

Mr. Kots. If you would come over to our place, you would find 
a man, for example, who has to do with the Pacific Northwest. The 
other day the Secretary of the Interior called a meeting of the people 
from the Pacific Northwest to come into Washington. Our man is 
going to have to go out and meet with the people on the ground. 
There will be other problems like that, so that he can be an authority 
on the subject. Then, when he starts to pass judgment on these 
things, he will have to know right up to the minute what the facts are. 

Mr. Davis. What do you mean by ‘“‘meeting with the coordinating 
groups’? Are those the representatives of private industry and of 
the REA that might be called in? 

Mr. Kos. No; they already exist out there. They exist to con- 
trol these volumes of power. They are something that has nothing 
to do with the Government or private business. They are simply 
people for coordination purposes. 

If, for example, in the Pacific Northwest you have five private 
utiljties and three or four Government operations, and they are 
going to operate in a big pool, they have to have some coordination. 
The same thing is true of the southeastern section. They furnish 
us with data, and arrange for getting together. 

I could cite an example. You might decide, for instance, from now 
on that no turbine is going to be taken out of operation unless some 
central person says so. That means that the coordinating group 
would be the control of all the companies. That would be something 
that might decide not by law nor by rule but just for good operation 
that none would go out. 

We have had such a set-up in the past, so that no individual com- 
pany can take its turbine out of operation for maintenance without 
calling the coordinating man to get clearance. 

Mr. Davis. That is completely outside the Government? 

Mr. Kou. Yes, and it makes for good State-wide or whatever might 
be involved operations. It is a growth over a mumber of years, and 
there is very good coordination in those groups. 

Mr. Davis. That is all. 

Mr. Taser. I have one more question which I would like to ask. 
I think this is quite important, from the Nation-wide standpoint. 








SPERM he ee i ee ae 





from 
atine 


That 


ce? 

m in 
ls, it 
to do 
them 
yut it 
have 


) 


ns” 


, find 
The 
eople 
an is 
und. 
ority 
these 
3s are. 
iting 


ad of 


con- 
thing 
mply 


ivate 
y are 
ition. 
rnish 


L now 
some 
rroup 
thing 
ation 


com- 


thout 


pight 
, and 


BASH OAS: 


ang: 


RGAE oh cha tsaidah abso, Sia ame eae 





ALLOCATIONS 


You indicated that you were only going to be able to allot about 
75 percent of the demands of industry? 

Mr. Kour. Yes, sir. 

Mr. Taser. Now, all of the units in the industry have construction 
programs in contemplation, which are laid out. A number of them 
have appropriations for the construction of power units. If you are 
only going to be able to allot 75 percent of what they might require, 
we should have some light on that situation so that our judgment on 
the granting of appropriations for these power units, where they are 
Government-owned, and where the granting of permits to break 
ground or to go further with power projects, unless you are going to 
be able to be equipped thoroughly, could be made. What is being 
done along that line? 

Mr. Koxn. That is very good, Mr. Taber. 

Mr. Taser. We have to know something about that, if we are 
going to go ahead. Otherwise we would be building a dam and have 
no generators to produce the power that this water should generate. 
That will be true likewise with the steam plants. 

It might be better to stop the operations on everything of that 
character right about where they are, and we ought to know some- 
thing about where we are going on them. It cannot be done except 
by that kind of cooperation on your part with us. 

Mr. Kors. That is right. 

Mr. Taser. What about that? 

Mr. Kous. Well, now, for example we have tried to accelerate 
some of those things that you would be appropriating money for, 
in order to get the Pacific Northwest situation straightened out. If 
you were to ask us as a group for our statement on a particular project 
we would give you an indication of how it fits into the defense picture 
from a power standpoint, as we see it. 

Of course, we will have to screen out the nonessential things. 
Most of the things, | would think, that you would be considering in 
wartime, of course, would naturally fall in the essential group. That 
business of screening out the nonessential from the essential, Mr. 
Taber, is going to be our job, and we should be in a position to advise 
you as we see the picture at any given date, as you request it from us. 

Mr. Taner. Then none of us should go ahead with projects unless 
we have some idea that they can be put in operation? 

Mr. Kors. That is right. 

Mr. Taser. I wonder if we could follow that up a little bit, Mr. 
Orescan, even with the committees that are presently sitting, so that 
they would know where they are? 

Mr. Wuirren. If there is nothing further, we will recall Dr. James 
of the Defense Fisheries Administration. 

Thank you, sir. We appreciate your appearance. 

Mr. Kouis. Thank you. 
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DEFENSE FISHERIES ADMINISTRATION 


Mr. Wuirren. Dr. James, you were here earlier this morning with 
reference to the activities of your unit of this defense set-up. It is 
my recollection that largely your work, not meaning you individually 
but the work contemplated to be done by this Administration, has 
not yet begun and is mainly a job of getting ready in case of a change 
in the situation. 

Dr. James. Well, it is under way at the present time. However, 
since the Defense Fisheries Administration was not set up unti! 
December and funds were not allotted for operations until later, we 
have been getting organized up to this time. Work is coming in in 
increasing quantity at the present time. 

Mr. Wuitten. When you say “work” you mean the requests are 
coming in for loans or for other assistance for setting up plants to 
can fish, and things like that? 

Dr. James. Work involving the determination of material require- 
ments, more than loans. 

Mr. Wuirten. I see. 

Dr. James. And consultation with the other defense agencies, par- 
ticularly in reference to setting price ceilin 

Mr. Wurrren. In other words, the problems that those engaged 
in the fishing industry now have, such as getting tin and other metals 
that might be essential, and repair parts and things of that sort, as 
well as dealing with Mr. DiSalle’s agency, is what you are handling? 

Dr. James. That is right. That is the majority of our work, and 
that is landing in our laps now. 


EMPLOYEES 


Mr. Wurrren. What size of unit do you now have? How many 
people do you have? 

Dr. James. We have 13 people employed at the present time. | 
should have mentioned this morning in amplification of that, that 
eight additional positions are in the process of being filled. The ap- 
pointments may be approved by this time. Recruitment is under 
way. 

SEPARATION OF WORK 


Mr. Wuirren. This work is separate from what the fisheries group 
in the Department of Interior does? 

Dr. James. That is correct, sir. 

Mr. Wuirren. Do you not think that this work could have been 
carried on by the regular organization within the Department? 

Dr. James. It would have required expansion of that organization 
because of the new activities that are being carried on. 

Mr. Warren. You are not one of those who do not think we will 
have to curtail our domestic operations in order to meet the present 
need; are you? 

Dr. James. I think they probably will be curtailed, sir, in the Fish 
and Wildlife Service as a whole, but this particular function having 
to do with the commercial fisheries I feel will require some expansion. 
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Mr. Wuirren. It has to be expanded either by drawing new per- 
sonnel in or else by personnel being transferred from their regular 
activities? 

Dr. James. That is correct. 


PERSONNEL 


Mr. Taper. You have 13 people now, and 8 in process. How 
much have you spent so far—the first 2 months? 

Dr. James. May I ask Mr. Johnson to answer that, sir? 

Mr. Taper. Surely. 

Mr. Jonnson. At the end of the third quarter we expect to have 
spent $12,095. 

Mr. Taper. You expect to have spent $12,095? 

Mr. Jonnson. That is wrong, sir. That is for the 13 people that 
were on. 

Mr. Taper. That is wrong? 

Dr. James. May I ask Mr. Smither, the budget officer, to give us 
the obligations to date? 

Mr. Smiruer. The estimated obligations to the end of March, the 
only figure we have here, are $89,351 for all purposes. 

Mr. Taser. $89,351? 

Mr. SmitHer. That is correct; personnel and other costs also. 


ACTUAL OBLIGATIONS 


Mr. Taser. How much did you actually obligate up to the 28th of 
February? 


Mr. SmirHeER. $22,831 actually obligated as of the 28th of February. 


OPERATION IN WORLD WAR II 


Mr. Taper. Was there a unit similar to this in the last war? 

Dr. Jamrs. Yes, sir; there was the Office of the Coordinator of 
Fisheries, also, in the Department of the Interior. 

Mr. Taser. Did it operate in a good deal the same way that you 
are planning to operate currently? 

Dr. James. Quite similarly. It did not have all the responsibilities 
that have been assigned to the present Defense Fisheries Administra- 
tion. It was more of an advisory and recommending agency then, 
but in general the operations are somewhat similar. 

Mr. Taser. Was it as large a set-up as this is contemplated to be? 

Dr. James. Not quite. 

Mr. Taser. Why would you need a larger set-up now than you 
had before? 

Dr. James. There are certain functions contemplated under this 
set-up which were not carried on by the former agency. That is the 
recommending of tax amortization and loans, and so on, 

Mr. Taper. But you do not expect to make any loans, according 
to what you told us this morning. 

Dr. James. We expect to have to review applications. There will 
probably be some loans. I think the amount will be relatively small, 
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but we expect to have the applications and to have to review them. 
In addition to that type of work, the Defense Fisheries Administration 
is now set up as a claimant agency. 

Mr. Taser. Is there any set-up to take care of the production of 
chickens? 

Dr. James. The Department of Agriculture has that responsibility 
within its general organization. I am not familiar with that. 

Mr. Taser. | wonder how far we are going with this business, and 
why these people, with the volume of demand that they might have 
with reference to priorities, cannot make those applications direct to 
the National Production Administration without the intervention of 
your special Agency. 

Dr. James. I believe they could do so, sir, but I think that some- 
one would have to supply the information and evaluate the applica- 
tions to determine their validity. 

Mr. Taner. They have to do that on other things that come to 
them, do they not? 

Dr. James. That is my understanding; yes, sir. 

Mr. Taser. That is what I say. 

Dr. James. They are referred to special agencies who have the 
necessary information or can readily obtain it. 


PERSONNEL IN ADMINISTRATION 


Mr. Taner. Now, what is the nature of the group that you have 
presently on your roll? I would like to get a little picture of that. I 
am going to call off your officers and see which ones you have on the 
job at the present time. The Deputy Administrator? 

Jr. James. He is on the job at the present time. 

Mr. Taner. What is his name? 

Dr. James. Maurice Rattray. 

Mr. Taner. \Vhat was his experience? 

Dr. James. He was in the fishing industry on the west coast for 
many years. He comes direct from the industry. He had his own 
business. 

Mr. Taser. Now, who is the Program Director? 

Dr. James. That is Mr. Johnson, who was transferred from the Fish 
and Wildlife Service where he was Assistant Chief of the Branch of 
Commercial Fisheries, and has had about 20 years experience. 

Mr. Taser. What about the Assistant Program Director? 

Dr. James. He was transferred from the Fish and Wildlife Service. 

Mr. Taser. Who is he? 

Dr. James. Mr. LeRoy Christey. 

Mr. Taser. What is his history? 

Dr. James. He has been both with the fishing industry in a private 
capacity, and he has been with the Fish and Wildlife Service for a 
number of years. I do not recall the exact period of his employment. 

Mr. Taser. Then you have a Chief of the Materials Facilities 
Branch. 

Dr. James. He was Chief of the Statistical Section of the Branch of 
Commercial Fisheries of the Fish and Wildlife Service. His name is 
Mr. Power. 

Mr. Taser. Mr. Powell? 

Dr. James. Mr. Power, P-o-w-e-r. 
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Mr. Taner. And he came from the Fish and Wildlife Service? 

Dr. James. He came:from the Fish and Wildlife Service, yes, sir. 

Mr. Taser. Now, you: have a Chief of the Economic Facilities 
Branch: 

Dr. James. He was formerly Chief of the Economic Section of the 
Branch of Commercial Fisheries of the Fish and Wildlife Service, and 
his name is Dr. Kahn. 

Mr. Taner. Next is the Assistant Chief of the Materials Facilities 
Branch. 

Dr. James. This is a man who has been employed from private in- 
dustry. His name is Mr. Turner. 

Mr. Taser. The Assistant Chief of the Economic Facilities Branch. 

Dr. James. That position is vacant at the moment. 
several people under consideration. 

Mr. Taser. Well, now, just to kind of review them a little bit, you 
have given six, two of whom came from the outside, and the rest of 
them from out of the Bureau. Have they been replaced in the 
Bureau? 

Dr. James. In some cases they have; yes, sir. 

Mr. Taser. In how many cases have they been replaced? Has 
Mr. JoHNSON been replaced? 

Dr. Jamus. He has not been replaced, no, sir. 

Mr. Taper. Has Mr. Christey? 

. James. No, sir; he has not been replaced. 
. Taser. Mr. Power? 

. James. He has been. 

. Taser. Dr. Kahn? 

. JAMES. He has been replaced. 

Mr. Taser. I guess that is all of that group. Now, the Materials 
Officer, who is he? 

Dr. James. That position has not been filled. 

Mr. Taser. The other positions are under $5,000, and there are 
31 of them in different categories. How many of them came out of 
the Fish and Wildlife Service? 

Dr. James. The majority of those except the clerical positions have 
not been filled yet. We are recruiting them. In some cases we may 

et them by transfer, or in other cases we will look to the industry. 
t is a question of trying to locate the most capable men. 

Mr. Taser. Do you really think that you need the amount that 
has been put down here, something in the neighborhood of $183,000, 
for the balance of the fiscal year? 

Dr. James. That is our best judgment of the matter, Mr. Taber, as 
far as we can foresee the requirements now. 


We have 


OBLIGATIONS TO DATE 


Mr. Taser. You do not know how much you have obligated? 
Dr. James. We do not have the figures on that. 


Mr. SmituHer. I can supply that information now. I have located it, 
Mr. Taser. All right, how much? 


Mr. Smituer. The obligations to February 28 are $22,831. 


Mr. Taser. You are planning how much in obligations in ‘the 
month of March? 


Mr. Smiruer. In the month of March, $66,520. 
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Mr. Taser. You really do not expect to put enough people on to 
get that far in the next three weeks, do you? 

Dr. James. We are very actively engaged in recruiting, sir, and a 
number of them will be on very quickly. 

Mr. Taser. All right. 

Mr. Wuirten. Mr. Davis. 


TRANSFER OF FISH AND WILDLIFE EMPLOYEES TO DFA 


Mr. Davis. I think it would be interesting to have, in connection 
with these men where Mr. Taber asked about their transfer from the 
Fish and Wildlife Service, also their salary in the Fish and Wildlife 
Service, and what their salary is now in the Defense Fisheries Admin- 
istration. Can that information be furnished without too much 
trouble? 

Dr. James. We can do it very easily if you want it for the record. 
I cannot give you the figures right now. 

Mr. Davis. Can you do it for the record? 

Dr. James. Yes, indeed; we shall be very glad to do so. 

Mr. Davis. Is it all right to have that included in the record? 

Mr. WuirteEn. Yes, sir; it would be quite appropriate. 

(The matter referred to is as follows:) 
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Dr. James. May I add one point, and that is this, part of the slow- 
ness in recruiting is due to the fact that the original allotment of funds 
was not received until February 1, and so we were not in a position to 
get started and incur obligations until that date. 


FUNCTIONS OF ADMINISTRATION 


Mr. Davis. Do I understand this correctly, that there are two 
things that you will be doing that have not already been routine 
matters quite largely in the Fish and Wildlife Service? One of those 
would be possibly some loans to the fishing industry, and the other 
might possibly be dealing with the allocation of necessary equipment 
for the fishing industry. Is that substantially correct? © 

Dr. James. It is assured that there will be applications for loans 
and tax amortizations. We have them now. The quantity so far 
has been limited, but it is assured that there will be those applications 
which will have to be reviewed. 

Then, there will be the question of determining the material require- 
ments for operation of the fishing industry, that is, for steel, metals 
fibers for netting, and a dozen and one other items that go into fishing 
operations. If the controlled materials plan is placed into operation 
it will probably accelerate the program of allocating those materials 
to the fishing industry. 

There will possibly be production programs by coordinated arrange- 
ment within the industry itself, such as were carried on by the Coordi- 
nator of Fisheries Office before. For example, that might involve the 
consolidation of canning operations and fishing operations in Alaska 
It was done previously, and it is under consideration at this time for 
the purpose of saving transportation, manpower, and supplies. The 
productive facilities up there in one particular area, Bristol Bay, are 
considerably in excess of the anticipated run of fish, and if everyone 
gets organized to operate independently it would be wasteful in trans- 
portation. There is 1,500 miles of transportation involved. The 
industry was willing previously to go into programs of that nature 
and the matter is being discussed with them at present. 

Mr. Davis. That would be on a voluntary basis among the com- 
panies operating there? 

Dr. James. It would be worked out as a voluntary arrangement 
It would then be made effective by regulation of the Defense Fisheries 
Administration. . 

Mr. Davis. You would have the authority, then, to order them to 
reduce their operations? : 

Dr. James. That is right, to consolidate their operations in line 
with the agreed upon program. 

Mr. Davis. There would not be any materials involved there 
particularly, would there? I am wondering what would be the basis 
for authority of that kind. 

Dr. James. There would be fuel, for example. If each operation 
geared up for its own work they would have to lay in a considerable 
stock of fuel oil and diesel oil, and in view of the anticipated low 
catch of fish the total requirements could be materially cut down if they 
would agree among themselves as to what particular plants would 
operate on a pro rata basis. 

I would like to emphasize that that sort of a program was in effect 
during the last emergency period. It was worked out with the fishing 
industry itself to their satisfaction. of 
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Mr. Davis. How that would work is something that I do not know. 
Practically speaking, would you stand over them and say, “Now this 
is about what we are going to be able todo. You work it out among 
yourselves and we will issue an order to the effect that you worked it 
among yourselves”? If anybody breaks that order, what happens to 
him then? 

Dr. James. He is subject to penalties. 

Mr. Davis. Penalties such as a criminal action, a fine, or what? 

Dr. James. I think it would be a fine. It would be under such 
penalties as are prescribed by the Defense Production Act. 

Mr. Davis. Then there are at least three separate operations other 
than those which are now conducted by the Fish and Wildlife Service 
that you possibly contemplate, except for the loan applications which 
are not important ip size at the present time, and these other things 
are fairly remote. In other words, they are not immediate programs 
or anything of that kind. 

Dr. James. The material situation is getting quite acute. We 
are getting numerous requests from almost all the members of the 
industry for assistance one way or the other in getting their supplies 
and materials, particularly operating materials. That is with us 
right now, very definitely. 

Then, in addition to the actual handling of that we are in continuous 
contact with the manpower agencies, particularly Selective Service 
in an advisory capacity, assisting them in determining their policies, 
and the same thing is true with the Office of Price Stabilization. We 
are working up analyses of prices and marketing situations for their 
consideration in doing their price control. 

Mr. Davis. Do you have a manpower division? 

Dr. James. No, sir; that is handled by the Economic Facilities 
Branch. 

Mr. Davis. Is there anything you can do there that the Fish and 
Wildlife Service is not already equipped to do? So far as I can see the 
only other thing you can do is furnish the Selective Service authorities 
information as to the manpower situation in the fishing industry. 
You cannot go much beyond that. 

Dr. James. We secure data from the Fish and Wildlife Service, and 
we have to interpret and analyze it from the standpoint of manpower 
or other problems involved. 

Mr. Davis. I cannot see that that would be much of an operation 
that could not be very easily handled right by the Fish and Wildlife 
Service, which has the information right there in the first place. 

Dr. James. It would require additional manpower to do it, sir. 

Mr. Davis. I suppose if it is going to be done, somebody is going to 
have to do it. The thing that scares me is that we are continuing to 
impose these agencies with the name “defense”? in them on top of 
existing agencies and adding additional manpower, and yet no tangible 
evidence is being produced that the other old line agencies are being 
reduced accordingly. All of the vacancies which occur there seem to 
be filled by somebody else. At least that is the picutre that we are 
getting here with respect to the Fish and Wildlife Service and the 
Defense Fisheries Administration. 

Dr. James. The two functions are very closely related. It is a 
question of viewpoint as to whether it is best to expand the Fish and 


80820—51—pt. 1——-17 





256 


Wildlife Service to carry on these special functions. They would have 
to be carried on somewhere certainly. Otherwise, the fishing industry 
would find it very difficult to operate in the defense economy, but it 
seemed better to set up this purely temporary agency which could b. 
disbanded as soon as the need for it was over. Once these functions 
are merged into the normal activities of the Fish and Wildlife Servic« 
unscrambling them might become difficult, and as a separate agenc\ 
of this kind it can be chopped off immediately when the emergency 
is over, just as was done with the Office of the Coordinator of Fisheries. 

Mr. Davis. I believe those are all the questions I have. Thank 
you, Mr. James. 

Mr. Warren. We will call Mr. Boyd of the Defense Minerals 
Administration. 


* 
DEFENSE MINERALS ADMINISTRATION 
JUSTIFICATION OF COMMITMENTS 


Mr. Wairren. Dr. Boyd, you were here earlier in regard to the 
Defense Minerals Administration, and I believe you were the only 
one of the group who went to a considerable extent into detail on your 
loans yesterday. 

I could not help but notice the difference between your approach 
to the matter today and yesterday, and it is a matter that disturbs 
me a very great deal. As I recall your statement here yesterday it 
was along the line that you did not anticipate making many of these 
loans, that you hoped to get by without making loans in many cases, 
and in those cases where loans are made you might not have to make 
them until the first of the next fiscal year, July 1. 

Today your means of expression was that you would hope to get 
this money committed by so and so. 

Now, it just bears out what seems to me to be the attitude in the 
Government sometimes, that we make a whole lot of money available, 
and they set out to get it committed or used. That is putting it a 
little brusque, but as I recall it, that is the way you handled it. 
Yesterday, you said the amount of money that you thought you 
would get committed either under contract or otherwise was about 
15 or 20 percent of the amount of it. Today you say you hope to get 
it committed by so and so. I hope you believe that we should not do 
any of this unless we have to, and if we have to, we will. It is not just 
a case of getting rid of the money, is it? 

Dr. Boyp. I was a little at a disadvantage yesterday. The figures 
you talked to me about I had never seen except the background figures 
which had been presented a month or so ago. 

Mr. Wuirren. Well, that also is a little unusual. In other words, 
these figures were sent up to us as the money that you were going to 
spend, and you tell us now that you had never seen those figures. 

Dr. Boyp. I mean in that form of presentation, Mr. Congressman. 
You are talking to me about large sums of money in detail which I had 
not seen in that form. 

Mr. Warten. Well, if these figures did not arise from you, where 
did they arise? 

Dr. Boyp. They did arise with us, but not in the form you had 
them yesterday; I had not seen them in that form. 

Mr. Wuirren. As a matter of fact, Doctor, the way you knew 
about those figures was at the outset you set up a group of figures as 
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the maximum you might start with in this fiscal year. Then those 
figures were sent down here to us. Yesterday you testified after you 
got to dealing with the applications, and so forth, and you told us 
approximately how much money it looked like you would need by the 
end of the fiscal year. Overnight you had to fit your statement with 
the figures which you had earlier compiled as to what you thought 
that need might be, and today we get a new figure, saying that we 
hope to commit this, compared to yesterday’s statements about spend- 
ing only $25,000,000 or $30,000,000. 

Dr. Boyp. That was the result of not knowing what the details 
were from the paper identified before me. The figure I gave you this 
morning is one I analyzed last night. I can give you a detailed break- 
down by projects. I think I can make it very clear to you. 

You asked another question about getting it committed as fast as 
possible. Our job is to expand mineral production as rapidly as we 
can. Perhaps “commitment of funds” is an unfortunate way to 
express it. 

The object is to get the projects under way as quickly as possible, 
which require in some cases a commitment of funds, but first of all 
trving to get this done with as little Federal money as possible. We 
are trying to do it through private enterprise as faras we can. We are 
constantly sending company plans back to attempt to get other 
financing before we will recommend a loan of Federal funds for those 
perticular projects. 

Mr. Wuirren. The reason I am asking vou about that is so that 
vou will have a chance to correct the record, but it seems to me today 
your figures were a very good effort to try to reconcile your statement 
with the figures that were sent to us. In other words, it is a complete 
change from the statements that were given us yesterday by you, as I 
understand it, as to the money outlay you would have for the rest of 
the fiseal year. 

Dr. Boyp. I have been over the record of yesterday and have ana- 
lyzed it. If yeu would care to have me do so | could do it in about 5 
or 6 minutes. 

Mr. Warren. I wish you would, because we are trying to push on. 
It is Friday afternoon, and we do not want to take too much time, but 
we would be interested. 

Dr. Boyp. Do you happen to have a copy of DPA report of 
yesterday? 

Mr. Wuirren. Yes. We are very much interested in this, and we 
are interested in results, but sometimes with regard to Federal money 
it looks like we get the cart before the horse, particularly when we 
set money up. My comment on your expression was that it sounded 
like a lot of things that do happen. 

Dr. Boyp. Perhaps it was badly expressed. 

We have three pages here, first, funds to be committed under 
section 302 of the Defense Production Act. 


NICKEL 


The first item is for $65,000,000 for the establishment of a nickel 
refinery on the North American Continent. That is being negotiated. 
Mr. Taser. You expect that to go through this year? 
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Dr. Boyp. That project is in here, and it is a policy decision as to 
whether we should put that in the North American Continent or go 
into a contract with the Falconbridge Co. and expand their capacity 
in Norway where they now refine nickel mined in Canada. 

Mr. Wuirren. The question is not whether you will do it, but 
where you will do it? 

Dr. Boyp. That is correct. It will cost less in Norway than on the 
North American Continent. 

Mr. Wuirren. Off the record. 

(Discussion off the record.) 
aoe Taser. How will it take all of that money for that kind of a 
job? 
' Dr. Boyp. It will be the commitment of a loan to permit the 
company to construct that refinery and expand their mine in Canada. 
It will be in the form of a loan which will be returned from the sale of 
nickel on the market. The moneys from that would be returnable 
to the Government against the loan over a period of years. 

Mr. Wuirren. Now, I questioned you at length about that yes- 
terday. Do we buy a lien on the output from that plant, or do we 
take the nickel itself and give them credit on the books for it? It is 
one thing to hope it will be repaid, and another thing to provide for it. 
What does the contract provide in it? 

Dr. Boyp. The kind of a contract we will enter into with those 
companies is one in which the Government of the United States has 
a call on any or all of the production that we may ask for. We hope 
the majority of that will go into industry to support the war effort 
and the essential civilian economy. They will sell the product on the 
market and will repay the loan, from the proceeds. 

Mr. Wuirren. This is not a commitment, then, to pay a higher 
price in this instance? 

Dr. Boyp. The terms of this contract will involve the repayment 
of the loan on the basis of the production of nickel, and when we add 
all together it will cost more per pound than the current market price. 

I cannot give you the exact terms of that loan at the moment 
because we have not negotiated it with the company, but we will 
get it on terms requiring the smallest payments we can. — 

Mr. Wuirren. You may proceed to the next one. 


COPPER 


Dr. Boyp. The next one is the very large copper deposit that I 
mentioned yesterday, the Copper Range Co.’s mine at White Pine, 
Mich. 

Mr. Wuirren. Briefly describe the situation as to the necessity for 
this money for the rest of the fiscal year. 

Dr. Boyp. This is one of the few companies that will require 
Government financing in the copper field. 

It is a very large property and it will have to be mined on a large 
scale. The company isa small company. We have asked them to go 
to their bankers to see if they could not finance themselves with private 
money and enter into a procurement contract. They have been to 
their bankers and they were informed that because of their financial 
structure the bankers would not loan them the money on that basis. 
They have informed us that we will have to provide a Government 
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loan if we ask them to go ahead. It depends on the size of the opera- 
tion as to how large that loan will be, but the range is from $65,000,000 
to $98,000,000. At the moment we feel that we must go ahead on the 
smaller basis. 

Mr. Wuitren. What would be wrong with this committee, rather 
than appropriating all of this money, using the maximum loan authori- 
zation where you could borrow this money from the Treasury to meet 
your commitments? 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. WuitTeNn. My attention has been called to the provisions of 
the statute which permits you to borrow to this extent. In the 
event this committee approved the figures that you have given us 
here, I would like to point out in each instance that you have indi- 
cated that this is the maximum, and that in each case you would 
hope, through negotiation, to reduce the amount of payment we 
will make. 

Dr. Boyp. That is right. 

Mr. Wurrren. Is there any further showing that you will ever 
have to make? I think your justifications are certainly weak, insofar 
as the total amount of money is concerned, in that you yourself feel 
that you will be able to reduce the amounts actually committed 
substantially. I am not talking about you making a weak showing, 
but I mean your own statements as to the operations would indicate 
that the amount of money eventually put up would be considerably 
less than the total of the various sums you have listed here. I can 
see your side where you want to be sure you have a figure that will 
permit you to go through. Would there be any further showing that 
you would have to make prior to actually expending the money, or 
would this give you free range from the Congress and members of 
this committee to use this total amount? 

Dr. Boyp. No; I only recommend it to the Defense Production 
Administration. 

Mr. Wuirren. Yes. 

Dr. Boyp. And they will go over it very carefully before it is 
certified by Mr. Harrison. 

Mr. WuitteEN. So, you do have that review as to whether you have 
done the very best you can? 

Dr. Boyp. That is right. 

Mr. Wurrren. In asking that I am not questioning your individual 
efforts along that line. 

Dr. Boyp. I am very glad to have that question raised, because 
sometimes you can make mistakes in negotiations. 

Mr. Wuirrten. Proceed. 

Dr. Boyp. Part of that $85,000,000 for copper involves the expan- 
sion of the Calumet & Hecla Mining Co. Since this was presented 
we have felt that we should not go ahead with Calumet & Hecla, 
but on the other hand Copper Range might be somewhat higher, 
$15,000,000 higher, so the figure of $85,000,000 is still something | that 
it appears now we will have to obligate to get that copper mine into 
production in terms of a loan. 

Mr. Taser. Those two figures would make a total of $150,000,000, 
would they not? 

Dr. Boyp. That is correct, Mr. Taber. 
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ANTIMONY 


Going on down to antimony there are two items in antimony now 
amounting to $400,000. One is the installation of a roaster at th: 
Little Pine mine in order to increase their production, $300,000. W: 
have not been able to get them financed privately up to date. Then 
there are a number of small mines that would have great difficulty in 
getting private financing, and there are several projects here before 
us now which I cannot give you in detail, which would require about 
$100,000. 


CHROMITE 


In chromite we have no important high-grade chromite deposit in 
the United States, and we will have to depend upon the low-grade 
deposits here, so you will find chromite listed in two places. One is 
a loan for the construction of a plant, and later on there is a contin- 
gent commitment which is not charged against this year’s appropria- 
tion for some of these projects. The big one is at Stillwater, Mont.., 
and that will require a Government loan of $6,000,000. 

The second one is the Oregon Beach sands which will require a 
loan to produce chromite from Oregon Beach sands, a loan of $250,000, 
and a lot of small deposits along the Pacific coast, all of which are 
very small and which need Government assistance to get into pro- 
duction. That is a total of $6,500,000. That is approximately 
correct. 

FLUORSPAR 


In fluorspar, $1,500,000 is for the construction of a mill at Browns- 
ville, Tex., for $1,500,000. They will require a Government loan. 
There are other fluorspar operations that will not require Government 
loans. 


IRON ORE 


In iron ore, and this does not include taconite. 

Mr. Wiaaieswortn. Off the record. 

(Diseussion off the record.) 

Dr. Boyp. In iron ore then, there is $2,000,000 for the Lone Star 
Steel Co. to open their mines, | think in Alabama, and there are 
miscellaneous applications in here for $2,000,000. After my review 
last night, I think we can take $1,000,000 out of that. 

Mr. Davis. That will mean $3,000,000 altogether. 

Dr. Boyp. Yes; $3,000,000 altogether for iron ore production. 
This is lending money. 

MANGANESE 


In manganese, $2,800,000 is required. That consists of two projects 
that will require Government financing. That is a group of small 
mines we are working up together, a combined operation to produce 
manganese in Phillipsburg and Butte, Mont., for $800,000, and then 
there is a much larger plant in Batesville, Ark. 

In nickel this figure is for a loan to the Sherritt-Gordon Co. for the 
production of nickel in Canada. 

In tungsten there were three projects provided, the Nevada- 
Massachusetts Co. operating in California I think, for $2,000,000. The 
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Piute Co. which will require about $400,000 and miscellaneous 
small tungsten mines are in for small amounts, $2,600,000 in all. 


ZINC 


On zinc we have a much more difficult question. We have 293 
applications covering $9,000,000 in requests for loans. We have turned 
down a great many of those because they did not fit into the program. 
We estimated $6,400,000 would be required for that purpose. My 
review last night would indicate that we could discount that by ap- 
proximately $4,000,000. In other words, we would not commit it at 
least this vear. 

Mr. Warrren. [I am not finding fault with you, but you are still 
using the word, “commit.”’ Is that because of a change in your view- 
point as to the necessity for increasing zinc production, or is it because 
of not being able to get people to agree to increase produc tion? 

Dr. Boyp. It simply means this, with 293 applications which we 
would have to examine into and enter into negotiations on, we could 
not work it out administratively that fast. 

Mr. Wuirren. There is no change in viewpoint about the necessity 
for increasing the amount, spending $6,000,000 as indicated here but 
you cannot do the detail work for it in time for it to be nailed down by 
the Ist of July? 

Dr. Born. No. 

Mr. Davis. What was your final proposed figure for zinc production 
loans? 

Dr. Boyp. $2,400,000 

The total of the figures on the left block from antimony to zinc is 
$26,950,000, and that has been added to the $65,000,000 and the 
$85,000,000 to give you $165,950,000. With the discount of $5,000,- 
000 mentioned here that would be reduced to $160,950,000. 

Mr. Wurrren. Doctor, to keep the record straight where you now 
show the necessity of committing this to the tune of $160,950,000 by 
the end of the fiscal year and you need authority to act within that 
ceiling, you might say, actually, as far as expenditure of the money 
is concerned, very little of it can actually be spent in that time. 

Dr. Boyp. That is right. There will be about $30 million paid out 
of the Treasury in that time. 

Mr. Davis. May I interrupt here to ask a question? Was there 
not an obvious error in addition in those figures before? 

Dr. Boyp. I do not think so. I added it up last night as $26,950,- 
000. I did not put a subtotal on those things on the left. 

Mr. Taper. Well, that plus $85,000,000, plus $65,000,000 would 
be a good deal more than $165,000,000. 

Mr. Davis. It would be about $176,000,000. 

Dr. Boyp. Yes; there is an error in addition; I am sorry. 

Mr. Davis. The correct figure, then, would be $171,950,000? 

Dr. Boyp. That is right; I am sorry. 

Mr. Wiacieswortu. Off the record. 

(Discussion off the record.) 

Mr. Taner. How much did you say the iron ore job was going to 
cost? 

Dr. Boyp. We have applications for loans amounting to $2,000,000 
before us now. is | 
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Mr. Taser, And you have $3,000,000 besides? 

Dr. Boyp. No, sir; in miscellaneous applications we had $2,000,000, 
and we have cut that to $1,000,000. I think we can get by with that. 
Therefore, with that correction in addition then the requirements for 
loans under section 302 would be $1 71,950,000. I think that isright, sir. 

Mr. Taser. No; it would make $170, 000, 000. 

Mr. WHITTEN. In our efforts to save money we have ended up by 
increasing our figure about $5,000,000. 

Dr. Boyp. May I go to the next section? 

Mr. Wuirren. Yes. 


Dr. Boyp. Section 303 involves contracts. We have talked on the 


preceding page about some chromite loans. These are specific projects. 
Depots for small mines is a $250,000 figure. In order to get the small 
mines to produce chromite we will have to establish purchasing depots 
so they will have a place to deliver their chromite and collect the 
money for it. We will have to pay out on those purchase contracts 
about $250,000. And we would not get any money back from that for 
a time until the product is sold on the market. We will need $250,000 
to finance that. 

On beryl we have a foreign purchase program similar to the rubber 
program, in which we would have to set aside $800,000 to the General 
Services Administration so that they can enter into procurement 
contracts with foreign companies thaf furnish beryl. Then we have a 
domestic program similar to that which would take $300,000. That 
amounts to $1.1 million. 

Mr. Wurrren. In connection with this over-all proposition, you 
ride pretty close herd or you contemplate your organization or some 
other will ride close herd on the expenditure of this money? 

Dr. Boyp. Very definitely; yes 

Mr. Warrren. It is not like building or other construction, where 
you advance money when the work is done. When it comes to meeting 
payrolls, you do not contemplate turning over the money to some 
borrower? 

Dr. Boyp. No, sir. They are very closely supervised, and they 
have to present their commitments before you make payments. In 
the case of those field operations, we will also have the Bureau and 
the survey staffs make quarterly checks to see that they are doing 
what they contracted to do. 

Mr. Wuirren. | ask you that because much money was wasted in 
our various housing programs by making advances far beyond the 
construction that had been done, according to the investigations that 
were made. Of course, when you get to dealing with this type of 
money in millions, if you want to prevent the waste of a whole lot 
of this money, vou have to ride mighty close herd. 

Dr. Boyp. Yes, sir. 

Coming now to columbium-tantalum, that is a very, very critical 
matter. There are very small deposits. We will have to go out and 
make a number of small contracts, and some of those will require 
Government assistance. We feel there are enough in the mill now, 
and they will be asking us to purchase columbite from those deposits 
to the tune of $100,000, which is mentioned. 

On manganese, we have the same problem that we have on chromite, 
and we will have to put purchasing depots in New Mexico, Texas, 
California, and some other places so the small miners will have a 
place to come and deposit small shipments of manganese and we can 








ee Ta CAD DDT 





),000, 
that. 
ts for 
it, sir. 


ip by 


n the 


jects. 
small 
epots 
t the 
racts 
ut. for 
0,000 


ibber 
neral 
ment 
ave a 


That 


you 
some 


vhere 
eting 
some 


they 
. In 
| and 
loing 


ed in 
1 the 
that 
pe of 
e lot 


itical 
» and 
quire 
now, 
osits 


mite, 
exas, 
ve a 
> can 


263 


pay for them right there. They are purchasing depots. We feel 
they are far enough along now so that we will need to have half a 
million dollars to pay for the delivered manganese this fiscal year. 

There are also foreign spot purchases which we have to be pre- 
pared to pick up wherever in the world we can find it and get it 
here as quickly as we can. Several offers have been made now that 
amount to something more than $2 million, but I have asked only 
for $2 million. That makes a total of $2.5 million for manganese. 

In mica, we get very little production here. Most of the mica 
has to come from abroad, and there is a purchasing program being 
developed similar to the rubber and beryl programs of Government 
purchase. We need $500,000 to finance those purchases. That will 
be sold on the market and will return that much money to the 
Government. 

Added together, that involves $4,460,000. I have a feeling, due 
to the shortage of time, that we cannot now commit all of this, but 
there will be some other projects coming in and some here that 
might not work out. 

Mr. Wuitren. Doctor, you are doing your best to justify these 
particular figures, but about all you are able to do is to estimate on 
the basis of about the size of the job as you see it, and this is the best 
rough estimate as to volume that you can make. 

Dr. Boyp. That is right. 

Mr. Wuirren. But you still tell us that actually this money will 
not be withdrawn irom the Treasury except as you have use for it. 

Dr. Boyp. That is correct. I showed the chairman this morning 
the details of the number of requests for loans and for other actions 
of the Defense Minerals Administration, and they are coming in here 
at a tremendous rate, so that many of those cases can be acted on more 
quickly than I have shown there and some cannot. 

Mr. Wuirren. You do not expect, if this committee should go 
along with you on this figure, that we are just trying to help you get 
it committed up to this amount, but if you can get by without com- 
mitting it, you will do that? 

Dr. Boyp. Yes, sir. 


EXPLORATION PROGRAM 


Now, if I may jump to one more item, that is the exploration 
program which appears at the bottom of the next page. That is 
$10 million for entering into cooperative work with individuals or 
companies that are exploring for new mineral deposits. We have 
felt we will have enough applications in to justify requiring an advance 
of about $10 million for the rest of this fiscal year. I have to admit 
that is a pretty round figure. 

Mr. Taser. You mean on the exploration deal? 

Dr. Boyp. Yes, sir. 

Mr. Taser. You do not think you will need these other items in 
between? 

Dr. Boyp. No, sir. The rest of them do not require actual cash. 

Mr. Taser. They do not require operation this year? 

Dr. Boyp. That is right. They do not require actual commit- 
ment of funds going out of the Treasury this year. 

Now I apologize again because our mathematics again require a 
revision in the figure I gave you this morning. 
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Mr. Taser. If we figured that at $170 million, that would not be 
too far off? 

Dr. Boyp. No, sir; that would not be too far off. 

The next block of money is for contracts which we feel we will have 
to enter into at above the present market prices to encourage marginal 
mining operations in the most crucial materials, and I have that broken 
down by actual projects. In chromite we have the Stillwater deposit 
which will require us to enter into a commitment by the Government 
to buy this chromite for a period of something in excess of 5 years or 
about 5 years. That is $26,250,000. The differences in the cost of 
producing that and the price the Government will have to pay and the 
price for which the Government can sell it on the market would be 
the $13,500,000 figure. The Oregon Beach sands will require $250,000 
of commitments, and the small depots will require $500,000. Those 
account for the $27 million figure we have under chromite. 

In cobalt there are about six projects. The National Lead Co. 
has a lot of waste material from which we can obtain cobalt. That 
is one of the most crucial materials we have. That will require the 
commitment of $5,740,000, contingent. The Calera Mining Co., 
which has the only cobalt mine in this country of any consequence, 
will require $24,250,000. The Bethlehem Steel Co. has slag from 
which we can recover cobalt. To get them to do that, we would 
have to enter into a contract which would have a contingent commit: 
ment of $6,740,000. ‘Then there is an old cobalt district in Canada 
which we have a number of projects that have been given to us now, 
in which, all added together, require a contingent commitment of 
$8,350,000. The Nicaro Mining Co. has just been put into operation, 
and for the purchase of cobalt from them we will have to commit 
the Government to $2,625,000. There are a lot of other small pos- 
sible sources of cobalt which may approximate $7,625,000. Those 
all total $55,330,000. 

Mr. Wiecieswortru. How can you estimate what a commitment 
may have to be? 

Dr. Boyp. We have these projects before us, and we have given 
them some analysis. We have some estimates from the companies, 
a knowledge of the process, et cetera, on which we have calculated 
these requirements. 

Mr. Wiacieswortu. But you have no agreements with any of the 
companies? 

Dr. Boyp. No. Individual items might be up or down from this 
when we finally get through, but it will average that. 

Mr. WicGLeswortu. This is your best estimate of the deal you 
expect to conclude with each one of these companies? 

Dr. Boyp. That is correct. I have to admit they are rough, 
because we have not completed negotiations with them. 

Mr. Wuarrren. Might I suggest this? I am not in a position as 
acting chairman to say “Do it,’”’ but I wish you and Mr. Orescan, the 
clerk, and Mr. Cannon would discuss the advisability of your review- 
ing your testimony in the light of your being in the position of trading 
with some companies. If they find out for a certainty what you are 
willing to do, you can rest assured you are not going to get them to go 
below that figure, and I think it would be a good move for you and 
Mr. Cannon to discuss the advisability of checking your testimony 
with a view to eliminating the amounts to certain companies and just 
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say you are adding to this list of pending applications and when you 
total them all up you require so much money so that the hearing will 
not indicate you have already made up your mind it is going to take 
$8 million for a particular project, because you can rest assured that 
company is not going to be satisfied with 5 cents less, 

Dr. Boyp. What you are really suggesting is that we should not 
have these amounts in the record? It would be easier for us if the 
individual projects do not appear on the record. 

Mr. Wurirren. Not in the detail in which the committee is inter- 
ested in having it. 

Mr. Taser. You ought to have it in the stenographer’s minutes but 
maybe not in the printed hearings. 

Dr. Boyp. In manganese, the Three Kids contract itself will 
involve a contingent commitment of $64,500,000; the Philipsburg- 
Butte project also will involve a contingent commitment of 
$11,100,000; Batesville, $13,000,000; a small custom mill, about 
$2,000,000; foreign purchases, $3,000,000; and the very large Uruium 
project in Brazil, about $64,000,000. That totals $157,000,000 
for manganese. 

In nickel, there will be the entire amount of the Falconbridge 
contract. 

Those all add up to a contingent commitment of $336,000,000. 

We would, in essence, buy those products at cost and sell them on 
the market to enter normal trade channels at ceiling prices, and in that 
process our estimates are that the Government would have to absorb 
an $84 million loss. Also, you will have a lag between the time 
you purchase and the time you sell. So we figured that turn-over 
factor of 10 percent. In other words, you would have some inventory 
at all times; so at any one time the loss plus the turn-over will amount 
to $118.1 million. ‘That is not a draft upon this fiscal year’s funds. 
The turn over amount would eventually be returned to the Treasury. 
That is where I think we got into difficulty vesterday, because that 
was included in the total figure. 

Mr. Taser. You do not need that? 

Dr. Boyp. No, sir. We need only the authorization to commit it. 

Mr. Wuirren. The same thing is true for the next series of items; 
is it not—aluminum, copper, and the others? 

Dr. Boyp. That is right. Mr. Taber asked vesterday for a break- 
down of aluminum. The Aluminum Co. of America, Aicoa, 27 
percent; Kaiser Metals «& Chemical Co., 22.5 percent; Reynolds 
Metals Co., 22.5 percent; Harvey Machine Co., 16 percent; Apex 
Smelting Co., 12 percent. That adds up to 100 percent of the 
$221.5 million for contingent commitment. 

Mr. Wuirren. Do you have the same thing on copper? 

Dr. Boyp. Yes. There are seven projects involved there. The 
San Manuel, which is a subsidiary of the Magma Copper Co., requires 
$73.5 million of contingent commitment. Incidentally, that contract 
has been negotiated with a floor away below the present market price, 
so that we sincerely hope we will never have to pick up any of that at 
all. The Silver Bow mine of the American Smelting & Refining Co. 
requires $35 million; Yerrington of Anaconda, $60 million; the Deep 
Roof mine of Kennicutt, $35 million; Bisbee expansion, Phelps-Dodge, 
$76.5 million; White Pine, $60 million; and Calumet & Hecla, $26 
million. As I said before, we may not go ahead with the latter one. 
That totals $366 million. 
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Mr. Wuirren. Give us the same as to the others. 

Dr. Boyp. In molybdenum, the big contract is for the Climax 
Molybdenum Co. That isa contingent commitment of $100 million. 
The demand for moly bdenum is so enormous compared with the sup- 
ply that I am sure we will never pick that up. The Molybdenum 
Corp. of America is the balance of $12.2 million. That is the Urad mine. 

In tungsten, there are four contracts involved: Nevada—Massa- 
chusetts Co., $45 million; Tungsten Mining Co., $25 million; Black 
Rock, $10 million; Seminole, $10 million. That totals $90 million. 

I think I have answered now, Mr. Taber, all of the questions you 
asked me yesterday. 

Mr. Taper. I guess you have. 

Mr. Davis. Before we leave those figures, Dr. Boyd, would you go 
over a couple more pages in that pamphlet where are listed the various 
agencies for sections 302 and 303 in the Department of the Interior? 
You notice the Defense Minerals Administration is listed as section 
302. Do you find that? 

Dr. Boyp. Yes, sir. 

Mr. Davis. The correct figure, I think, should be $170,950,000. 

Dr. Boyp. That is right. 

Mr. Davis. What should be the correct figure on section 303 in 
accordance with your statement just now? 

Dr. Boyp. $4,460,000. 

Mr. Davis. There is just that one item? 

Dr. Boyp. Yes. The rest of that is involved on the second page 
under 302. None of this will require money out of this fiscal year’s 
budget, but they do involve contingent contracts, as you understand. 

Mr. Wuirrten. Are there any further questions? 


PERSONNEL 


Mr. Taper. I would like you to give us in tabular form a break- 
down of the personnel. How many people do you have? 

Dr. Boyp. It is changing rapidly every day. Three days ago there 
were 57 in the Defense Minerals Administration itself. There are 
probably 8 or 10 that have gone on since then. 

Mr. Tarer. How large do you plan to be by the end of the fiscal 
year? 

Dr. Born. By the end of the fiscal year we plan to have in the 
Defense Mincrals Administration 134. 

Mr. Taner. I would like you to show in the record the source of 
these people. Are you getting them by transfer from the Department 
of the Interior or other departments, or are new people recruited? 

Dr. Boyp. In the Defense Minerals Administration itself we are 
setting up a top staff organization in which we are drawing largely on 
industry for people to come in to do this job who have particular 
competence in that field. In the Bureau of Mines and Geological 
Survey we are drawing partly on existing personnel, and we have to 
recruit additional ones because of the additional load involved in this. 

What actually happens is this: We call upon people in the Bureau 
and survey with specific competence on a particular project to be 
taken awav from their regular work, and we have to fill in behind 
them a bit to keep the work going; so that vou could not lay down 
any one particular man. There is a constant turn-over so as to make 
full use of the staff of that bureau. 
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TRANSFER OF PERSONNEL FROM OTHER GOVERNMENT AGENCIES 


Mr. Taser. In the case of the employees you get from other sources, 
do you take them on at about the same grade and rating they have had 
heretofore? 

Dr. Boyp. You mean from other sources in the Government? 

Mr. Taper. Yes. 

Dr. Boyp. Just about; yes, sir, except in some of the stenographic 
positions where they may be upgraded 1 grade. If they are in 
grade 4, for instance, we bring them in in grade 5. 

Mr. Taser. Do you find that necessary in order to get help? 

Mr. Batriery. It has been so far. 

Dr. Boyp. It has been extremely difficult to get stenographic help, 
and the experts are lost without stenographic help. 

Mr. Taper. I wonder if you could give us the names and the posi- 
tions of those you have taken over from the Bureau of Mines or 
from any other agency who are presently drawing above $5,000 and 
the salaries they had before they were taken over and whether or not 
the positions have been replaced. I guess you could not do that 
offhand. 

Dr. Boyp. No, sir; but we will supply that. 


Persons transferred to Defense Minerals Administration from other Government 
agencies at salary of $5,000 or over 





Name | From— To— 


Ernest W. Ellis. ---- 








ike 
Mining engineer; GS-13, $8,600 | Mining engineer (technical as- 


] 


| per annum; Reconstruction | sistant to Chief, Evaluation 
| Finance Corporation. | Branch), GS-13, $8,600 per 
annum. 
Frank E. Johnson. - | Principal engineer; GS-13, $8,- | Mining engineer (assistant to 
| 600 per annum, Reconstruc- Chief, Evaluation Branch) 


tion Finance Corporation. GS-14, $8,800 per annum. 


Stephen W. Wood.-- 





..| Budget analyst; GS-12, $7,000 | Assistant Chief, Manpower 
per annum; Civil Aeronautics Branch, GS-14, $8,800 per 
Administration. |! annum. 
Glenn L, Allen__- _| Metallurgist; GS-12, $7,000; | Mining engineer; GS-13, $7,600 
| Bureau of Mines. per annum. 
Stanley M. Walker _.| Mining engineer; GS-12, $6,800 | Industrial specialist; GS-14, 
| per annum; Bureau of Mines. | $8,800 per annum. 





The positions vacated by the transfer of Mr. Allen and Mr. Walker from the 
Bureau of Mines have not been filled at this time, but will be as soon as suitable 
replacements can be recruited. 

In addition to the personnel listed above it should be noted that Mr. James 
Boyd, Director, Bureau of Mines, grade 18, $14,000 is acting as Administrator of 
the Defense Minerals Administration without transfer. Also assistant to the 
Director Julian Fiess, GS-15, $10,000, is spending full time working for Defense 
Minerals Administration, but is still paid from Bureau of Mines funds. 

Mr. WiaeieswortH. You have already had $559,000; have 
you not? 

Dr. Boyp. Yes, sir; that is right. 

Mr. WieeLteswortH. You are asking for $530,000 more? 

Dr. Boyp. That is correct. 

Mr. WicGLeswortn. Which means $1,089,000. For what period 
is that—6 months? 

Mr. Batey. A little before that we got our first money, at the end 
of the second quarter of the fiscal year—that is, at the end of Decem- 
ber. So that it is really three-quarters of the fiscal year period, 
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although we did not get much money to spend in that second quarter, 
because we were late in getting the money allocated to us. 

Mr. WieeLesworrs. It is roughly 6 months; is it not? 

Mr. Baiuey. Yes. 

Mr. WiacG.Leswortu. Is it your thought that you are going to oper- 
ate on the $2 million basis after July 1? 

Dr. Boyp. I think it will be a little more than $2 million after 
July 1, because we are recruiting now to fill these jobs full-time for 
the next fiscal year. The jobs we are filling won’t all be filled before 
the end of the quarter. It will be closer to $2.5 million. 

Mr. WieGiteswortH. You say you want 134 for the Defense 
Minerals Administration compared-with 57 now. How many are you 
assigning to the Bureau of Mines and how many do you have now? 

Mr. Bartey. You means the number on the Bureau of Mines rolls 
right now? 

Mr. WiaeLeswortH. You are requesting over-all 315 people as 
of July 1. 

Mr. Barxey. That is right. 

Mr. WieGiesworrs. Of which 134 are for the Defense Minerals 
Administration. 

Mr. Bartey. The Bureau of Mines will be 111. 

Mr. WieGLeswortH. Against how many now? 

Mr. Battery. We have 88 on hand.’ 

Mr. WiaeGLeswortH. How about the Geological Survey? 

Mr. Barvey. Sixty-four against forty-five. 

Mr. WiaGieswortH. The Defense Minerals Administration was 
set up in December? 

Mr. Battery. That is right. 

Mr. WiacieswortnH. And there was nobody performing those 
functions before that time? 

Mr. Baiuey. No, sir. 

Dr. Boyp. We began to operate before that, using entirely Bureau 
and Survey staff. 

Mr. Wicciesworts. Using Bureau of Mines and Geological 
Survey staff? 

Dr. Boyp. Yes. 

Mr. WicGLesworth. What do the Bureau of Mines and the 
Geological Survey do now that they were not doing before? 

Dr. Boyp. The tremendous load we are having now is the exam- 
ination of individual contracts so that we can be sure what we are 
dealing with will add to the war effort. The Geological Survey and 
Bureau of Mines were dealing in those fields very generally in their 
normal peacetime operations, but going down into the details of these 
things requires a great deal more time and effort and a substantial 
amount of personnel above that. 

Mr. WiaGLeswortH. You say ‘examination of contracts.” 

Dr. Boyp. Yes, sir. 

Mr. WiacG.LeswortH. Just what do you mean by that? 

Dr. Boyp. We have all of these projects given to us for loans or 
contracts or any assistance the Government gives in the way of tax 
amortization certificates as well, and we have to make field examina- 
tions. 

Mr. WicGcLesworts. That is the financing we have been talking 
about here? 
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Dr. Boyp. That is correet. 

Mr. WicGLeswortn. And that, generally speaking, represents the 
increase in load for which you are requesting this ‘personnel? 

Dr. Born. It goes a little beyond that, because in the operation of 
controls we have to do more statistical work to give the background 
for allocations, and so forth, more to NPA than in our own work. 
We are in some cases now required to control the flow of these metals 
and minerals into consuming industries, because they are in such 
short supply that we have to keep a balance to get the maximum 
production. So that we have to do some work on allocations. 

Mr. WiGGLeswortH. You are the claimant for those industries 
before NPA? 

Dr. Boyp. Yes, sir. That is another job we have not done. 

Mr. WicGLeswortH. How many people do you have on the Bureau 
of Mines and Geological Survey regular staff? 

Mr. Battey. Bureau of Mines, 4,600; Geological Survey, 6,000. 

Of the number of employees approximately 500 in Biological 
Survey and approximately 1,800 in Bureau of Mines are engaged in 
minerals programs. 

Mr. WiaGLeswortnH. This new personnel for the Bureau of Mines 
and Geological Survey is taken from outside the Government? 

Dr. Boyp. Yes, sir; we have to go outside the Government to 
recruit. They are all specialist personnel. They de not appear 
anywhere alse in the Government, except stenographers and clerical 
help. 

Mr. WiaGieswortH. Do not the Bureau of Mines and Geological 
Survey have pretty well up to date a lot ef the information you 
require? 

Dr. Boryp. We have the broad baekground of information—the 
the area or district information on some groups of mines—but we do 
not have the kind of details we need to pass judgment on the worthi- 
ness of a contract or loan. 

Mr. WiaGLteswortu. Have you stated for the record the number 
of contracts? 

Dr. Boyp. I think that is in the presentation. At the time this was 
presented, the number of purchase contracts was 40 and the number 
of loan contracts was 12. That is going up rapidly every day. It is 
awfully hard to keep track of. In total, there are approximately 
900 actions of all kinds docketed with us. 

Mr. WiaG_eswortH. What do you mean by that? 

Dr. Boyp. Some are requests for loans. 

Mr. Wiceieswortu. Forty of them. 

Dr. Boyp. No; 269 for specified amounts, and 221 without. That 
is 490 at the time this was presented. 

Mr. WiaGieswortH. | thought you gave us a figure of 40. 

Dr. Boyp. Those were purchase contracts. You asked for loans 
just now. The last figure you asked for was loans. 

Mr. Wiac.ieswortH. There were 40 purchase contracts? 

Dr. Boyp. Right, sir. 

Mr. WiaeG.teswortH. How many loans? 

Dr. Boyp. Four hundred and ninety. 

On the tax amortization cases, which take a great deal of study, 
there were 158 at that time. They are coming in almost every hour 
of the day. 
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Mr. Wicciesworrtn. I think that is all, Mr. Chairman, 
Mr. Wuirten. Mr. Davis? 


AUTHORIZATION 


Mr. Davis. With regard to this table that we have been working 
with and making some changes in, are you now familiar enough with 
that so that you can inform me as to whether or not the items that 
have been listed here are supposed to total roughly to this $1 billion 
additional authorization that is shown in this measure? 

Dr. Boyp. As I understand it, Mr. Congressman, the original pre- 
sentation from the DPA was on the order of something more than a 
billion, about $1.8 billion. Mr. Harrison said at that time because 
of the delays and administrative details and so forth that they re- 
moved $800 million from that to bring it down to $1 billion. These 
adjustments we have made here would be a part of that $800 million 
reduction. I doubt if you could mathematically make a check. 

Mr. Davis. No; I have not been able to. 

Dr. Boyp. I am sure you could not. 

Mr. Davis. That is all I have right now. 

Mr. Wurrten. Thank you, Doctor. 

We might ask you to do this: We would like to have shown in the 
record the amounts indicated by the Defense Production Administra- 
tion, the revised amounts which you have deducted today, the amounts 
expected to be committed by the end of the fiscal year, the estimated 
withdrawals from the Treasury by the end of the fiscal year, and the 
estimated commitments after the beginning of the new fiscal year. 
We would like to have the totals carried forward. 

Dr. Boyp. The last one would be a projection into the future? 

Mr. Wuirren. Yes. I can hand you this. 

Dr. Boyp. That would be helpful, sir. 

(The information requested was not supplied in time for printing.) 


TAX AMORTIZATION 


Mr. Wuirtren. You are not handling any large part of the tax 
amortization. I suspect that the Secretary’s Office could cover that 
better than you could? 

Dr. Boyp. I think we are handling that workload now. 

Mr. Wuitren. This is as good a place as any, Mr. Wolf. I would 
like to have an estimate in the record as to the potential cost to the 
Government of this tax amortization program. I realize at best that 
is a broad request. 

Mr. Wotr. Yes, sir. We have an estimated cost of that portion 
for which the agencies in the Department of Interior are responsible. 

Mr. Warten. I realize that. 

Mr. Wo tr. Yes, sir. 

Dr. Boyp. Thank you, sir. 

Mr. Wuirren. Thank you, Dr. Boyd. 
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Dr. Boyp. May I ask one further question, sir? 

Mr. WuirreN. Yes. 

Dr. Boyp. Inasmuch as my testimony yesterday was given without 
those figures in front of me, may I make some adjustments in the 
testimony? . 

Mr. Wuirten. It will be subject to the approval of the committee. 
Of course, I am acting here in the absence of Mr. Cannon. I should 
think that you could make any changes by just interlining or striking 
out, subject to the approval of the committee, so long as you leave 
the original context of what you said. You can make changes and 
draw lines, leaving what you did say, and then it will be up to the 
committee as to what they leave in the record. I am sure they will 
cooperate with you. 

Dr. Boyp. All right, sir. Thank you. 


PeTrROLEUM ADMINISTRATION FOR DEFENSE 
PERSONNEL 


Mr. Wuirren. Mr. Brown, we would like for you to state briefly 
for the record the number of people that you have and how many you 
will have by the end of the fiscal year and how soon you expect to have 
to start operating. That may have been covered earlier. 

Mr. Brown. Well, sir, we show on the documents filed 163 total 
employees as of the date this was prepared, with an intended 230 at 
the end of March and an intended 325 at the end of June. 

Mr. Wuirren. I would like for you to show the number of people 
which were transferred from the Department of Interior, the number 
of people who came from private industry, and the number of those 
working without compensation. I believe you have covered that, 
but not in this way. 

Mr. Brown. I am prepared to do that, but we will have to start 
from a different base, because we have grown since our statement 
was prepared. Instead of this 163 which is filed here, let us take 
174 as a base. 

Mr. Wuirren. I was really going to let you put that in the record. 
I do not know that you need to repeat it. 

Mr. Brown. I can give you those figures. 

Mr. Wuirren. All right. 

Mr. Brown. As of today, with 174 people, we have 50 that were 
transferred from the various bureaus of the Department of Interior. 
There were 27 transferred from other agencies of the Government. 
There are 11 who occupy the status of reemployed Government 
employees. Fifty came from industry and were employed on Govern- 
ment salaries. In addition to that, we have 31 on the rolls working 
without compensation, and five consultants on a per diem basis. 

However, I would like to make it clear that of the 31 without com- 
pensation only 14 are occupying executive and administrative posi- 
tions. Seventeen are merely consultants. 

Mr. Wuirten. Well, you certainly show that you have experienced 
personnel. The group that you have are people with experience in 
the field, apparently. 
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Mr. Brown. May I say a little more about that, sir? I have some 
other statistics here. 

Mr. Wurrren. Yes. 

Mr. Brown. Out of 54 top people in PAD, 27 of them served in 
the Petroleum Administration for War during World War II; 17 out 
of the top group are from Government, and 8 out of that top are WOU 
people. We are about half veterans of the Petroleum Administration 
for War. 

Mr. Wuirten. | think it is fitting that I say here that in the las: 
war there were many bright spots, in spite of some of the dislocations 
that a thing of that nature and that size would naturally bring about. 
I think the handling of the petroleum situation and the fuels problem, 
both as to the domestic needs and as to the military requirements, was 
one of the bright lights in the whole war effort. 

Mr. Brown. Thank you, sir. 

Mr. Wurrren. We leok forward to that here. However, as you 
pointed out this morning, our problem now is not the size of our 
petroleum production and of the various parts of it, but it is that the 
domestic demand has increased at such a rapid rate that in spite of 
increased production we are getting closer up to using the reserves, 
are we not, referring to usable reserves? 

Mr. Brown. We made a net addition to the reserves last year. 
We discovered 2}5 billion barrels of oil last year, but we are still 
having to import a million barrels a day. 

Mr. Wuirren. I use the word “reserves” advisedly. The actual 
production per month of usable fuels such as gasoline and its products 
is not as far ahead of consumption as it was at the beginning of the 
last war. 

Mr. Brown. A million barrels behind instead of a million barrels 
ahead. 

Mr. Wuirren. That is not a result of deterioration or falling off in 
the production, but it comes about by reason of increased use. 

Mr. Brown. That is right, sir. 

Mr. Warrren. What your future problem will consist of largely 
depends upon developments, does it not? If we stay in the present 
type of emergency your workload should not increase very greatly, 
should it? 

Mr. Brown. No, sir; it is too early for us to estimate how big a 
materials staff we will have to have. After all, until a controlled- 
materials plan is either put in or not put in effect and a priorities 
system is either established or is not established, it is impossible to 
tell how many people we will need to handle materials. 

Mr. Wuirren. It just depends on how much material you have to 
handle and what your problem is. With so many people in from 
industry I anticipate that if you have no work the folks will not stay on. 

Mr. Brown. These people will be happy to go home. 

Mr. Wuairren. That is rather a fortunate situation, judging from 
some of the things we learn around here. 

Mr. Brown. | am personally very proud of the 50 industry people 
we brought in on Government salaries. That was not easy to do and 
it represents sacrifices for many of them. 

Mr. Wuirren. I do not know of any further questions I have. 
Vie questioned you before. Mr. Wigglesworth? 
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Mr. WieGurswortn. Off the record. 
(Discussion off the record.) 


OBJECTIVES 


Mr. WieeLteswortu. | understand that your principal objectives 
are first the allocation of available supplies between claimants and, 
second, the building up of additional production facilities in the hope 
of producing an increase of a million barrels or more per day. 

Mr. Brown. Both of crude oil, sir, and of refining capacity, which, 
of course, we must have or else the additional crude oil is not any 
good; plus a special building program to build the special facilities 
necessary to increase aviation gasoline and jet fuels, which are special 
products and have to be made after the basic refining is completed. 

We have other problems in oil. We have the problem of program- 
ing, working with the military on the probable military demands for 
mobilization or for war, and trying to work out an orderly global pat- 
tern of oil supplies both in the United States and abroad, and estab- 
lishing operating and technical relationships with the companies that 
operate abroad. Then, of course, we have in the agency the gas 
field, as I mentioned this morning, which is an entirely different ad- 
ministrative job. 

LOANS 


Mr. Wiacieswortn. I do not know whether you have said any- 
thing with reference to the loan applications which apparently are 
anticipated. 

Mr. Brown. I ean make a statement about it, sir, if you would like. 

Mr. WiaGLeswortn. | wish you would. 

Mr. Brown. We have received three applications for defense loans 
to produce oil and gas, and we have rejected them. We have received 
eight applications for loans to install refining equipment. We have 
rejected four of those and we have four pending which we will probably 
not reject. Even the four which were rejected will probably be built, 
because we have granted certificates of tax amortization. They 
found that by trimming their projects they can get loans from the 
RFC or the banks on the regular basis. 

We have one loan pending for a company that makes special oil- 
well-drilling equipment. We have two loans pending for companies 
who wish to install storage facilities. In both cases those are to 
service the military. 

Our largest application is for $12 million, and if granted that 
would cover a plant that would make, from petroleum, benzene and 
other aromatic hydrocarbons. These can be burned as fuel or used 
in the aviation gasoline, but they are needed primarily as chemicals 
in plastics and other phases of defense production. 

The total volume of loans we have pending, unrejected and as to 
which we might take favorable action, at the minute is slightly less 
than $26 million. 

Mr. Wieciesworts. How many are those in number? 

Mr. Brown. Eight, sir. 

Mr. Wiacieswortu. Eight loans. None of those have been 
approved yet? 
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Mr. Brown. No, sir. I might say as to our problems that | 
forgot to mention one which you are probably aware of. 


TETRAETHYL LEAD 


There is a short supply of tetraethyl lead fluid which is needed in 
both aviation gasoline and in automobile gasoline. Our first order, 
the only order we have issued, was to cut the consumption of tetra- 
ethyl lead to try to build reserve stocks. 

Mr. Wice.eswortu. | believe that is all, Mr. Chairman. 

Mr. Wurrren. Mr. Davis? 


CONSUMPTION LIMITATIONS 


Mr. Davis. Assuming, Mr. Brown, that you are reasonably success- 
ful in this program of development of petroleum products do you antici- 
pate the need for orders limiting consumption either of gasoline or 
fuel oil within the reasonable future? 

Mr. Brown. I can see no reason, short of world conflict, why we 
should have to ration gasoline. We might have to in a hurry, if 
the submarines come back. I see no reason short of an actual war 
why we should have to ration fuel oil. 

I assume that you are talking about house-heating oil, but I would 
make the same answer if you were asking about residual or bunker 
fuel. 

On the gas side of the picture, I anticipate we will have real supply 
difficulty next winter. We had some difficult this winter with the 
supplies of propane, butane, and liquified petroleum gas which is so 
widely used in small communities and on the farm. The reason for 
the trouble in the gas supply is the failure to complete rapidly enough 
the large-diameter transmission lines to move the natural gas to the 
industrial centers. The reason for the failure of supply of the liquified 
petroleum gas is the shortage of the pressure-type tank cars. 

The Defense Production Administration has a program to build 
3,200 more of the pressure-type tank cars, to be built with private 
capital. We have supported that ardently, and we think it is about 
2,000 short and we have told them that. 

We are anticipating trouble next winter if it gests as cold again as it 
did this past winter. There were shortages of gas. There were some- 
thing like 76,000 homes in the Pittsburgh area that were cut off from 
gas for a few hours, at any rate, during the recent cold snap. We will 
have that again next winter. 

The steel supply is in a mess, as naturally it would be at this stage 
of mobilization. I am not offering any criticism of anybody, but it is 
obviously in a mess. Conditions have slowed.down the delivery of 
pipe and will continue to slow down some of the projects that we had 
hoped to have finished as to the pipe lines by next winter. They 
possibly will not be finished. 

Mr. Davis. That is all. 

Mr. Wuitren. That statement was earlier made by our colleague, 
Mr. Kirwan, who is familiar somewhat with the entire steel picture. 





nee STEN 


——- 


ue NS pale a 








; 
‘ 
E 















275 


SUPPLY PROBLEMS 





















hat | 
I could not help but be impressed with regard to your statement of 
balancing out the supply, as to this matter of having what you need 
where you need it at the time you need it. That is a great problem 
: ; and is particularly true with your products. 
ledin § One of your limiting factors is the amount of storage where you 
order, PF can keep fuels of all kinds. That is very limited in all areas, is it 
tetra- Fa not? 
| STORAGE 
: Mr. Brown. Let me give you this conception: The biggest hotel 
* in the world is the Stevens Hotel in Chicago, with 3,000 bedrooms, 
“= 20 stories high, occupying a square block. If we were to seal that up 
4 outside and make one tank of it it would hold about 2% million barrels. 
ccess- i We use in this country in peacetime, liquid petroleum in the quantity 
ntici- | equal to about three tanks of the size of the Stevens Hotel. You can 
ne or | @ see how utterly impossible it is to lay aside a big reserve or a stock of 
: anything that bulky. 
ywe @ Mr. Wurrren. | think that is appreciated, and J do think you did 
ry, if @ a good job with the armed services in working out their supply in the 
| war last war. There are so many things that can happen in that industry 
i that it takes you people from the industry who have comprehension 
vould | of it to control it. 
inker | EXPERIENCES OF WAR 


















For instance, in the last war there was some purchasing officer in 
the Army who wanted to buy a tremendous amount of apple butter. 
I deal with the subcommittee which handles the agricultural appro- 
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n for . priations. This purchasing officer had issued his order, and the 
ough | industry people wanted to know why they bought so much. He said, 
Sthe % ‘Well, there are so many men in the Army, there is so much for each 
nified ff man, and that equals so much.” That was more apple butter than 
‘ we used in the entire country annually for the last 5 years. 
build Even after you arrive at the amount they should buy, your delivery 
ieate dates can be staggered to cause trouble. We had the same problem 
lament on fertilizers a few years ago, when we were shipping some overseas, 
when the war was over. It was really on the chemicals, which went 
din tt into the fertilizers. Those were not obtained on an annual basis, 
oo | but they took the whole output for a period of a month, right at the 
Souimn time when we were needing it to go into the commercial fertilizers 
8 will q for our own use, Sel , 

The point I am making is that you appreciate much more than I do 
stage i the programing of these things in short supply, and the requiring of 
ec. | the military services to program their needs so that you can have some 
rvof plans and have this stuff where you need it when you need it. I do 
oa think you folks in the fuels field did a much better job than was done 
Sey 4 in many other places. ; 

7 2 Mr. Brown. I think the Defense Department is entitled to great 

4 credit for the changes they have made since World War II. I dealt 

roe @ with them both times. They really understand the oil business this 
time. They have sent a lot of officers in for petroleum training, and 


they appreciate this volume planning. They are much better pro- 
gramers, and much more tolerant of us, at any rate. 

Mr. WiegLteswortu. Let me ask one more question. 
Mr. Wurrren. Yes, Mr. Wigglesworth. 
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PREVIOUS OPERATIONS 


Mr. WieGLeswortu. Before this agency was set up what agency, 
if any, was there in the Department of Interior which was operating 
in the petroleum field? 

Mr. Brown. When the Petroleum Administration for War was 
abolished they set up what they called the Oil and Gas Division, 
which really was the residue of the PAW. That dwindled in siz 
during the years until pre-Korea, when there were seven, technica! 
staff, advisory and technical staff. There was a clerical supporting 
staff, of course, with seven specialists left. We absorbed that in 
the PAD. 

The Secretaries of Interior had sustained the National Petroleum 
Council through the years, and the Council had a lot of useful data 
available for the emergency. 

There had also been appointed a Military Petroleum Advisor) 
Board, consisting of 17 specialists, most of whom were experienced in 
World War IT and they had been working on military confidential! 
petroleum matters under the auspices of the Department of Interior 
but with the Defense Department since 1947. 

When we hit this aviation gasoline crisis right after Korea, Secretary 
Chapman moved into PAD on the WOC basis, a personnel group that 
was really a technical subcommittee on aviation gasoline. Those boys 
are still in PAD working on the problem. We were not unprepared. 

Mr. WiaGLeswortu. The whole of the peacetime force in that field, 
so to speak, has been absorbed by your agency? 

Mr. Brown. Yes; except for one peacetime function. The Oil and 
Gas Division still administers the Connally hot-oil law. That has not 
been put in the PAD because the PAD is purely an emergency agency. 

Mr. WiaeLeswortx. Who administers that? 

Mr. Brown. There is still a fragment of the Oil and Gas Division 
there, with Ed Swanson, who doubles both in the PAD and the Oil 
and Gas Division. He administers that law from Washington. 
There are six or seven technical employees in the various parts of the 
State of Texas. I am not too familiar with that, because it is not in 
my jurisdiction, but rather a peacetime function that was purposely 
left out of PAD. 

Mr. Wica.tesworru. In the Department there is little or no per- 
sonnel for that? 

Mr. Brown. In the Department of Interior there are personnel 
who administer that, and they just left what they had. We did not 
take that in the PAD. 

Mr. WigGieswortu. That is in the Department? 

Mr. Brown. In the Interior Department. 

Mr. WicGLeswortsH. You do not know the size of that set-up? 

Mr. Brown. Do you know, Mr. Beasley? 

Mr. Brastey. There are 2 employees in the Department carrying 
out the administration of the Hot Oil Act, and 31 employees in the 
field. 

Mr. Wicetesworrn. That is all, Mr. Chairman. 

Mr. Wuirren. That is all, Mr Brown. Thank you very much, sir. 

Are there any further questions of the Secretary’s representatives? 
I think we went into that rather thoroughly, on the Secretary’s 
Office. 

If not, that is all, Mr. Wolf, and we thank you folks fer your 
appearance. 

Mr. Wotr. Thank you, sir. 
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Monpay, Maron 12, 1951. 
DEPARTMENT OF AGRICULTURE 
Expenses OF Derense Propucrion, 1951 


WITNESSES 


HON. CHARLES F. BRANNAN, SECRETARY OF AGRICULTURE 

RALPH 8S. TRIGG, ADMINISTRATOR, PRODUCTION AND MARKETING 
ADMINISTRATION 

R. P. BEACH, CHIEF, OFFICE OF BUDGET, PRODUCTION AND 
MARKETING ADMINISTRATION 

EARL W. LOVERIDGE, ASSISTANT CHIEF, FOREST SERVICE 

CHARLES L. TEBBE, PRODUCTION COORDINATOR, FOREST SERVICE 

S. R. NEWELL, ASSISTANT CHIEF, BUREAU OF AGRICULTURAL 
ECONOMICS 

CHARLES W. BUCY, ASSOCIATE SOLICITOR, OFFICE OF THE 
SOLICITOR 

FRED J. ROSSITER, ASSOCIATE DIRECTOR, OFFICE OF FOREIGN 
AGRICULTURAL RELATIONS 

R. L. WEBSTER, ACTING DIRECTOR OF INFORMATION, OFFICE OF 
INFORMATION 

RALPH 8S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Mr. Cannon. The committee will come to order. 

We have with us this morning Secretary Brannan, Secretary of 
Agriculture. We will take up his estimates of supplemental appro- 
priations for functions under the Defense Production Act. 

Mr. Secretary, we would be glad to have a statement from you 
on the functions of the Department of Agriculture under the Defense 
Production Act, and the necessity for the estimates requested by the 
Department for that purpose. 

Secretary Brannan. Thank you, Mr. Chairman. I have a state- 
ment which should occupy about 12 or 15 minutes, if I read it all, and 
| would be inclined to do so unless you have a different feeling about 
the matter. 

Mr. Cannon. We would be glad to have you read it, Mr. Secretary. 


GENERAL STATEMENT 


Secretary Brannan. I want to say first of all I appreciate this 
opportunity to discuss with you the important segment of the Depart- 
ment of Agriculture’s over-all mobilization job that is concerned with 
the supplemental defense appropriation for the remainder of this 
fiseal year. 

Of necessity, our defense responsibilities have been given priority 
over all else in the Department of Agriculture. From the time of the 
Korean outbreak on down to the present, we have geared our policies 
and our programs toward preparedness in full recognition of the grave 
situation our Nation now faces. 

I do not believe it is necessary to dwell at length before you gentle- 
men on the essentiality of agriculture and forestry in these times. 
However, there are certain facts which help to place agriculture’s 
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mobilization responsibilities in their proper perspective, and I would 
like to review those facts briefly as We a for the particular items 
we are concerned with in the appropriation you are considering. 
Production of food, fiber, and forest products occupies a basic and 
vital role in the Nation’s defense effort. Guns and tanks and planes 
are ineffective weapons of security without adequate food for the men 
who operate them and for the men and women who must make them. 

The mobilization program, with the consequent increase in in- 
dustrial activity and consumer incomes, brings added pressure on the 
foods which most people prefer—meat, milk, eggs, fruits, and veg- 
etables. At the same time, we must carry a safe margin in strategic 
reserves of certain storable commodities, and back up the Nation’s 
foreign policy by continuing to share our abundance to the fullest 
extent possible with foreign countries in need of help. 

This calls for a production pattern of sustained abundance, with 
flexibility in the use of the agricultural resources which constitute 
our production capacity. Agriculture must be maintained in a state 
of readiness, and be prepared to meet serious contingencies which 
might suddenly arise. 

It is evident that the answer is not as simple as just asking for high- 
level production of everything. We are going to need a carefully 
balanced production pattern. To assure the most efficient use of our 
resources, production must be geared closely to military and civilian 
requirements. We must also realize that a long-time program may 
be in prospect, and we as a Nation must not sacrifice our future 
strength or unduly dissipate our resources for immediate gains. To 
the fullest extent possible, we must use those production methods 
which conserve or improve our soil, water, and timber resources. 

It is America’s good fortune to have a strong and healthy agricul- 
ture. Our current supply situation is good and our productive ability 
is high. Potentially it is even greater. Given a fair break by the 
weather, and with adequate materials for production, farmers can 
exceed past production records. 

However, we dare not assume that this will happen automatically. 
There are several important points to keep in mind: 

1. We realize our agricultural productive power depends more than 
ever upon machinery, fuel, rubber, chemicals, scientific, and skilled 
personnel. 

2. We cannot shut our eyes and “shoot the works,” but must gear 
production in with military and civilian requirements. 

3. We have the job of translating the production objectives into 
action on nearly 6 million farms to get the necessary shifts in pro- 
duction that will assure the right amounts of the right commodities. 

In meeting our expanded defense responsibilities, we are making 
full use of our existing facilities and programs and personnel. We 
are not asking for additional millions to set up and operate a sep- 
arate war food administration. We believe we cannot only save 
considerable money by carrying on our defense functions within 
existing agencies, but we can also do a more effective job with less 
confusion and overlapping. 

In general, the full facilities of all branches of the Production and 
Marketing Administration as well as all other bureaus of the Depart- 
ment will be utilized to achieve our preparedness objectives—with 
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a minimum of new offices acting as clearinghouses or coordinating 
bodies. 

Full use will also be made of our farmer-committee system for 
translating decisions at the administrative level into action in the 
field. 

Wherever necessary, we are redirecting activities to serve defense 
purposes more effectively and more economically. But for much 
of our work, no redirection has been necessary. 

Even in normal peacetime, many of the programs of the Depart- 
ment of Agriculture are in a sense defense work. They defend the 
Nation’s supply of food and fiber against insects and diseases that 
threaten to curb our plant and animal production, against weather 
risks, and against economic hazards beyond the farmer’s control. 
As a result, much of the Department of Agriculture’s existing work 
relates directly to our mobilization objective for agriculture—more 
efficient production of raw materials basic to the strength of the 
Nation’s economy. 

As I had the opportunity to outline in more detail recently before 
Mr. Whitten’s subcommittee, most day-by-day peacetime tasks of 
the Department of Agriculture are the same tasks that are now more 
essential than ever to security and stability. They are designed to 
strengthen agriculture’s productive ability, to safeguard our food 
supply, to make the Nation’s forests contribute the maximum of goods 
and services, and to assure conservation of productive resources for 
the long pull that lies ahead. 

But it is not for any of these normal activities, however directly 
they are related to defense purposes, that our relatively small share 
of this supplemental defense appropriation is requested. I want to 
make that distinction. 

Neither is it for new defense activities that can be accomplished 
within existing authority and appropriations through redirection of 
emphases. Perhaps the best example of that is in the field of agri- 
cultural research. Our research people are shifting much of their 
work to meet special needs of mobilization. For example, we are 
having to accelerate our research on dehydration of foods. Our Bu- 
reau of Agricultural and Industrial Chemistry has been cooperating 
with the National Research Council Subcommittee on Dehydration 
of Fruits and Vegetables, contributing to the development of a com- 
prehensive program on dehydration research and determining the 
portion of this research which could be conducted at the Western Re- 
gional Research Laboratory. 

Arrangements have also been completed for an intensified program 
to develop improved flame-resistance characteristics in cotton fabrics. 
We are cooperating with the Research and Development Division of 
the Engineer Corps in tests to develop means of treating cotton bag- 
ging fabrics to determine if such material can be used satisfactorily 
for sandbags. Tables on food composition for armed forces have 
been prepared by our Bureau of Human Nutrition and Home Econom- 
ics at the request of the Quartermaster General, and 1,000 copies 
supplied for his use. In the field of medical research, our Bureau 
of Agricultural and Industrial Chemistry has initiated research on 
the production from agricultural sources of dextran, which would be 
suitable for use as a blood plasma substitute. We are redirecting 
work amounting to around $300,000 into that project alone. 
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We could go on down the list of many important new research 
projects related to the defense emergency. But we are finding ways to 
do a large share of this primarily defense work with onions Depart- 
ment funds, and only in special circumstances where facilities and 
manpower are not otherwise available are we having to get supplemen- 
tal aid. However, we are not asking for any research aid in these 
estimates before you. 

Instead, it is for activities required of the Department under the 
Defense Production Act for which other funds are not available, 
that we have requested funds from this appropriation. 

Almost daily, the Department is being called wpon to assume addi- 
tional duties and responsibilities growing out. of defense mobilization. 
To the greatest extent possible, we have been handling and intend to 
keep on handling such additional work within our available funds. 
But in some instances authority is lacking for use of the Department's 
regular appropriations for new defense purposes, and in other in- 
stances existing funds are not adequate to cover expanded duties 
that defense requirements have made necessary. In such cases funds 
have been allocated to the Department from the appropriation made 
to the President for the purpose of carrying out the provisions of the 
Defense Production Act. It is to meet — requirements for the 
last quarter of this fiscal year that this supplemental appropriation 
has been requested. 

The functions for which defense funds are being used in the Depart- 
ment are specific obligations under the Defense Production Act, as 
delegated to the Department of Agriculture by the President, and for 
which other funds were either not available or not authorized for 
such purposes in our regular appropriations for the current fiscal 
year. They are functions entirely apart from the broader channeling 
of the Department’s entire operations into the mobilization effort 
within the framework of existing authorities and appropriations. 

Let me review very briefly some of these new functions covered by 
the estimate of $1,485,000 before you. Essentially, this estimate pro- 
vides for continuing at about the same level during the fourth quarter 
work already under way which has been financed by this appro- 
ration. 

’ We have established an Office of Materials and Facilities in the 
Production and Marketing Administration, to act as claimant for 
farmers and food processors and producers of farm equipment, to 
make sure they get needed essential materials. It is necessary for 
us to watch the whole farm equipment and supply situation very 
closely. While aggressively seeking to eliminate the possibility of 
shortages, we realize that we may have to be in a position to help put 
available materials and supplies to the best use. The importance of 
the farm supply situation cannot be underestimated. There are now, 
for example, 314 million tractors on American farms, twice the num- 
ber at the time of Pearl Harbor. American farmers are now using 
more than twice as much fertilizer, and four times as much lime as 
they did back in 1935-39. All of this means that agriculture is more 
dependent on gasoline, tires, farm machinery, and repair parts, as 
well as fertilizer and lime. These supplies will need to be available 
in accordance with the production pattern developed, if production 
goals are to be attained. 
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We have also established in the Production and Marketing Admin- 
istration an Office of Requirements and Allocations to be responsible 
for integrating the demand for farm products—to find out how much 
food we =. iy much we have, and to balance off requirements of 
civilian, military, ECA, and other outlets in view of available sup- 
plies. We are seeking to give the farmer the best guidance sehe § 
as to the total production needs of the Nation. The production an- 
nouncement already made by the Department illustrate the policy of 
full use of production resources in a balanced production pattern. 
Constant analyses will be made of operating policies and economic 
conditions in order to determine, as the situation requires, recom- 
mendations with respect to civilian food rationing, the regulation of 
imports, exports, stockpiling. distribution, and other factors pertain- 
ing to the fulfillment of requirements for agricultural commodities. 

A small program staff and price staff have also been set up in PMA 
to assist in developing and coordinating defense program policies and 
plans, and the price staff has been given the responsibility for evalu- 
ation and recommendations on price questions. Work is continuing 
on the computation of legal price minimums. Because the Defense 
Production Act requires that legal price minimums be related to parity 
prices on agricultural commodities, revisions will be required monthly 
as parity prices are released. 

The National Production Authority relies upon our Forest Service 
for recommendations with respect to forest products loan applications 
and tax amortization applications, and for a wide range of special 
studies, reports, and services needed in connection with or as a basis 
for the NPA’s action programs in the field of forest products, in- 
cluding programs for priorities and allocations, and expansion of 
production capacity and supply. The services being provided require 
the use of the staff and facilities of both the research and administra- 
tive branches of the Forest Service, here and in the field, under the 
direction of a new defense production coordinator. 

Preparation of supply estimates on critical food and agricultural 
commodities avaliable from overseas sources and reviewing requir- 
ments to determine comparative needs of foreign food claimants are 
among increased services required of the Office of Foreign Agricul- 
tural Relations that are essential to operations under the Defense 
Production Act of 1950. Information is also being gathered on ma- 
chinery, fertilizers, and insecticides available and needed in foreign 
countries for crop production. Such knowledge permits appraisal 
of the volume of production facilities this country must produce or 
secure for defense purposes. This is a new phase of work for the Office 
of Foreign Agricultural Relations, initiated because of the urgency 
of defense production needs. 

Our responsibilities under the Defense Production Act have cre- 
ated considerable new work for the Bureau of Agricultural Economics 
and the volume of this additional work is steadily increasing. As the 
chief statistical ageney of the Department of Agriculture, the Bureau 
is called upon by other agencies to whom the responsibilities for ad- 
ministration of the Defense Production Act have been delegated, to 
provide them with statistics, analyses, and various types of data to 
assist them in carrying out their respective duties. While many ad- 
justments are being made in the Bureau’s research program for this 





282 


purpose, additional funds have been needed to prevent weakening 
the basic statistical series upon which the special reports must rest. 

Necessity for legal assistance in drafting priority, requisitioning, 
and allocation orders required by the agencies and staff offices of the 
Department in connection with defense production activities, along 
with interpretation of authorities under which the program is con- 
ducted, has substantially increased the workload in the Office of the 
Solicitor. 

Expansion of present efforts in the information field has become 
necessary to make available coordinated and comprehensive informa- 
tion to farmers on aspects of the defense program of especial con- 
cern to farmers as producers and as citizens. The Office of Informa- 
tion, which is responsible for coordinating information on agricul- 
tural defense production, has been engaged in preliminary planning 
for establishing clearance channels with new defense agencies and 
securing defense releases and orders for distribution and use by De- 
partment agencies. To the fullest extent possible, existing channels of 
operation in the Department and the land-grant colleges, in the farm 
press and radio, and other channels for reaching farm people will be 
utilized. But additional staff is needed to meet new and increasing 
requests for information from all media, including press, magazines, 
radio, motion pictures, and television. Additional assistance is also 
needed to coordinate information phases: of an increasing number of 
Department-wide programs, such as livestock production, garden 
and home food preservation, grasslands, agricultural labor utiliza- 
tion, and agricultural phases of materials control and materials 
conservation. 

Developing over-all policies for carrying out our responsibilities 
under the Defense Production Act, the necessary departmental super- 
vision of our defense activities, and increased need for security inves- 
tigatory work has placed additional burdens upon my own staff. 
Work is becoming increasingly heavy in areas which require close 
working relationship with the Munitions Board, the National Pro- 
duction Authority, the Economic Stabilization Agencies, and the 
Office of Defense Mobilization, as well as liaison with farmers, farm 
organizations, agricultural industries, and other outside groups deal- 
ing with agriculture. 

The increased emphasis on defense activities has also made it neces- 
sary to strengthen the security work in the Department. In addition 
to the regular investigatory work performed by the Office of Per- 
sonnel, increasing requests from other Government agencies are being 
received which require security clearance of Department employees 
before permission is granted to attend interdepartmental and other 
defense conferences, and to have access to classified information, 

As indicated in the estimates submitted to you, more than 85 per- 
cent of the supplemental appropriation applying to the Department 
of Agriculture is earmarked for materials and facilities, snd require- 
ments and allocations work in PMA—new functions required to meet 
terms of the Defense Production Act, for which funds were author- 
ized and appropriated under that act. Justification statements have 
been presented to the committee which explain more fully the details 
of the estimate. 
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In conclusion, I would like to again emphasize that it has been our 
conscientious aim to carry out our new ps a responsibilities within 
the framework of existing agencies and appropriations to the maxi- 
mum extent possible, that for the most part we have been able to do 
so, and that these functions for which supplemental funds have been 
found necessary are but a small part of the over-all mobilization 
program to which the Department is gearing itself. 
Thank you, Mr. Chairman. 


USE OF REGULAR APPROPRIATIONS FOR DEFENSE WORK 


Mr. Cannon. Mr. Secretary, I note you tell us in your statement 
that in some instances you would like authority to use the Depart- 
ment’s regular appropriations for defense work. Could you give us 
a little more detail on that subject? For example, give us some 
specific instances where you should have authority to use regular 
appropriations for defense purposes. 

Secretary Brannan. Mr. Chairman, we have outlined some of the 
new functions which are coming upon the Department and, as indi- 
cated, we are trying where possible, to absorb them within our existing 
facilities. 

In our justification we have discussed particular areas where addi- 
tional funds or authority are needed. 

I would like to ask the individual heads of each of the agencies who 
are concerned here to discuss the details of each one of those problems, 
because they are more familiar with them than I can possibly be. 

Mr. Cannon. Are there any appropriations in the bill, Mr. Secre- 
tary, for your regular and normal functions which could not be used 
also simultaneously for defense purposes along those same lines? 

Secretary Brannan. Mr. Roberts, would you answer that? 

Mr. Roserts. I believe, Mr. Chairman, that the Department of A gri- 
culture appropriations are not available under present provisions for 
carrying out some of the specific provisions of the Defense Production 
Act with regard to requirements and allocations and facilities and 
materials work. 

Mr. Cannon. Is not any money you have available for the regular 
work of the Department available for use in connection with that 
specific item for defense purposes? Most of the other departments 
in connection with their defense work are collaborating and combining 
and coordinating their normal work with their special defense work. 
Funds are used for one as well as for the other. 

Mr. Roserts. I think we have done that, Mr. Chairman, to the ex- 
tent that it is possible to do it, but with respect to those particular 
functions, at least, we have proceeded in the Department, and I am 
sure in the Bureau of the Budget, on the basis that the Defense Produc- 
tion Act imposed some additional responsibilities, and that funds 
available to the Department under the provisions of existing appro- 
priations are not available for those purposes, particularly since an 
appropriation was made for carrying out the Defense Production Act. 

As the Secretary has said, we have modified and redirected pro- 
grams wherever it is possible to do it; and many of our regular 
activities are contributing to the defense program where it is possible 
to do so within present authorities and funds. 
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Let us take another example. Certain responsibilities are impose 
by the Defense Production Act for the certification of loans for work 
in forest products, loans to private industry. The Forest Service has 
been given the responsibility to certify those loans. I do not think 
we would find any provisions in our regular forestry appropriations 
which would carry authority for the Forest Service to certify loans 
for that purpose. 

Mr. Cannon. Are there any provisions in either your basic law or 
in the Production Act which specifically prohibit the use of funds for 
such purposes? 

Mr. Roserts. I do not know of any provisions which specifically 
prohibit it, Mr. Chairman. 

Mr. Cannon. Then, if they are not prohibited it is merely a question 
of whether they are adequate enough or large enough ? 

Mr. Ropserts. We have proceeded, Mr. Chairman, on the basis that 
if appropriations were made available to the Forest Service, for exam- 
ple, for the protection and maintenance of national forests, it would 
not be appropriate for us to use those funds to finance a defense 
production activity such as the certification of loans to private indus- 
try for forestry purposes. 


CURTAILING OF WORK 


Mr. Cannon. A number of our departments are curtailing and some- 
times entirely dispensing with regular functions and normal activities 
in order to devote more time, attention and money to defense activities. 
Is that also true in any respect of the Department of Agriculture? 

Mr. Roserts. That is true; yes, sir. 


PRODUCTIVE CAPACITY 


Mr. Cannon. Mr. Secretary, how do our productive capacities com- 
pare at this time with what they were in the year 1940, that is, just 
previous to the last war? 

Secretary Brannan. Well, Mr. Chairman, one way that we might 
answer that is to say that in the period of about the last 15 years the 
capacity of the American farm plant, the American farmer, to pro- 
duce from the same or about the same acreage of land has increased 
nbout 40 percent. We now produce about 40 percent more food and 
fiber in the United States, using about the same number of acres of 
land than we did in the 1980's. 

Mr. Cannon. Using the same land and the same equipment and 
labor ¢ 

Secretary Brannan. We sare using about 1,000,000 or more less 

ople in agricultural labor than we did during that period of time. 
We are, of course, using a great deal more machinery. 

Mr. Cannon. With the use of less labor we are producing more per 
acre? 

Secretary Brannan. That is right. The explanation lies, first of 
all, in new varieties, the outstanding one of which, of course, is hybrid 
corn. Many other varieties have yielded greater increases from the 
soil. 

There is also the use of fertilizers, which has increased the produc- 
tion tremendously of many crops. There is the use of insecticides, 
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which has eliminated some of the destructive agents that have always 
damaged our crops. Finally, of course, there is the increased use of 
machinery, which has made it possible for us to get crops into pro- 
duction notwithstanding bad weather at the planting season, or getting 
the crops out of the field notwithstanding bad weather at the harvest- 
ing season. 

MECHANIZATION 


Mr. Cannon. To what extent are our farms motorized now as com- 
pared with 1940? 

Secretary Brannan. There are approximately 6 million farms, Mr. 
Chairman, and we have more than 314 million tractors as compared 
with about 114 million tractors in 1940. In other words, we now have 
more than a tractor for every other farm in the country. That does 
not mean that very other farm has a tractor, because there are some 
within this classification which probably could net use a tractor, or 
are not large enough to do it. But now we do have, on average, more 
than one tractor for every other farm. 


INVENTORIES 


Mr. Cannon. How do our inventories compare at this time with 
the inventories of 1940? 

Secretary Brannan. The most striking difference is cotton. We 
had a carry-over of cotton of considerable proportions at the time we 
entered into World War II. We do not now have any surplus cotton. 
As a matter of fact, there is not only a domestic but a world shortage. 

On the other hand, last October we probably had in the neighbor- 
hood of 850 million bushels of old crop or carry-over corn in this 
country, which was a very high carry-over stock of corn. It has been 
diminishing at a rate which is faster than we had originally expected, 
and is beginning to be an area for some concern. 

As to wheat, we had in the neighborhood of 420 million bushels 
carry-over at the time of the Korean outbreak, and we now have 
adequate supplies. That is partly due, Mr. Chairman, to the fact that 
we have not been able to move as much of it to the seaports and onto 
vessels as had been originally scheduled because of transportation and 
port. problems, 

Our supplies generally of the basic commodities are very good. 

Our livestock production has been increased each year since 1947. 
We have a large hog population in the making right now; perhaps 
101 million head of pigs in 1950 as against about 83 million just in 
i947, 

POSITION OF FARMER 


Mr. Cannon. The farmers are im a much better position to co- 
operate in winning the war this time, or in the war program, than 
they were at the beginning of the last war? 

Secretary BRanNAN. They are, Mr. Chairman. On the other hand, 
they are more dependent on things which must move to them from 
outside their farms than they were at the beginning of World War II. 

As you go back to earlier in our history, the farmer was more and 
more self-sufficient. He did not use large quantities of fertilizer. He 
did not need complicated machinery and machinery parts. He did 
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not need gasoline, rubber, and a lot of other things of that character. 
He did not have to go elsewhere for his hybrid seed each year. 

Now the farmer is dependent upon the movement of all of these 
things to his farm each year. In one sense he is better equipped to 
produce for the emergency, but at the same time he is more dependent 
upon the balance of the economy to be able to carry out his job than 
he was in earlier history. 


COST OF PRODUCTION 


Mr. Cannon. Even though his productive capacity has increased. 
this change has increased his cost of production disproportionately 
to what it was in 1940? 

Secretary Brannan. Very much, Mr. Chairman. 

Mr. Cannon. The cost of production per unit is today greater than 
it ever was before on the American farm. 

Secretary BRANNAN. Greater than it was at any time in all our his- 
tory, and it is continuing to advance by the year and by the month. 


PROFITS OF FARMS 


Mr. Cannon. Are the farmers’ returns or profits increasing in pro- 
portion as his costs of production increase ? 

Secretary Brannan. No, Mr. Chairman. From 1948, when farm 
operators realized incomes reached their peak, in net terms around 
$18 billion, their net incomes have gone down until toward the end 
of 1950—it went from about $18 billion in 1947 to around $13 billion 
for 1950. It is just now turning back up again as a result of the im- 
proved price situation arising incident to the emergency. 


COMPARISON WITH INDUSTRY 


Mr. Cannon. How does that decrease in income compare with the 
income of industry, commerce, labor, transportation, banking and 
so on? 

Secretary Brannan. Well, Mr. Chairman, the nonagricultural in- 
come in this country, profits, margins, and all the rest of the major 
economic factors, have been on an uptrend since before the Second 
World War. It is still on an uptrend at this very moment. 

During the period from 1948, when farm prices and farm incomes 
were falling off drastically, both wages and other forms of nonfarm 
income were going up. You will note on the charts in 1949 there was 
a small drop-off in corporate profits, but that was all regained and 
the graph goes right on up from then on. 

Mr. Cannon. ile the farmer is producing more for the Na- 
tion’s economy every year he is being paid proportionately less or 
comparatively less for his services? 

Secretary Brannan. Certainly, by comparison with other segments 
of the economy, that is true. 

OBJECTIVE 


Mr. Cannon. You mentioned the cost of formulating and carrying 
out programs. In what respect does your goal or objective at this 
time differ from what your goal or objective was at the beginning of 


the Second World War? 
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Secretary Brannan. The goal then was all-out production. The 
goal now is all-out production. The goal then was all-out production 
within the pattern of special needs. It is still so at this time. In 
other words, it is not an all-out production of everything. 

If you will observe our production guides for this year, we suggested 
a little less emphasis on soybeans and greater emphasis on corn, be- 
“ause We are going to need increasing supplies of corn for increasing 
the livestock population, and the production of livestock products, 
which is the one good way, if not probably the only successful way, 
we will ever be able to reduce meat prices to the consumer at the mar- 
ket place. 

Mr. Cannon. Really, the only available remedy for high meat 
prices is to increase the supply ¢ 

Secretary Brannan. That is right, Mr. Chairman. 

Mr. Cannon. To more nearly meet the demand ‘ 

Secretary Brannan. That is right. 

As the economy ceases to produce some of the other semidurable and 
soft goods, as we cease to produce as many automobiles, as a result 
of the cut-back orders of Mr. Wilson, and perhaps fewer radios and 
perhaps less of all other durable types of goods, and families have 
more money in their hands, they are going to spend more of it for 
food. 

The very striking example comes to our minds each time we talk 
about this, when you remember that in 1946-47, when meat prices 
went up so rapidly, the per capita consumption was also close to the 
highest in our history. People simply did not have anything else to 
spend their money for. They were competing for meat. They were 
driving the price up, and all of them were eating more meat. Even 
the increased supply could not match the increased demand as a re- 
sult of the shift of purchasing power from the durables into the food 
items. 

HEALTH OF PEOPLE 


Mr. Cannon. Would you say that that increase in the consumption 
of meat and of vital foods was reflected in increased health and 
efficiency of the people of the country as a whole ? 

Secretary Brannan. It certainly was, Mr. Chairman. There is 
worlds of evidence of that fact. 


PROGRAM FOR FOOD PRODUCTION 


Mr. Cannon. In the event of an all-out war, Mr. Secretary, which 
we trust will not materialize what increase would be made in food 
production and how would it have to be applied ¢ 

Secretary Brannan. Mr. Chairman, I am not prepared to say that 
a great, deal higher volumes of commodities would be required than 
we are shooting for this year. Asa matter of fact we are asking the 
farmer to plant more acres this year than we really should from the 
standpoint of conservation. 

Mr. Cannon. And to produce more hogs and cattle? 

Secretary Brannan. And to produce more hogs and cattle. We 
are not asking them for more than we have previously asked. In 
other words we have requested higher acreages and production than 
we had last year; this year’s request is higher. 

80820—51—pt. 1——19 





Mr. Cannon. In other words you are asking the limit? 

Secretary Brannan. We are asking the limit. The problem which 
would come, in the event of an outbreak of all-out hostilities of some 
type, would be a shifting between the various commodities. Perhaps 
there would be less of one and more of another. 

That will be true anyway, Mr. Chairman. I referred to soybeans 
a little while ago. We very fortunately last year had the greatest. soy- 
bean crop in our history, and I say very fortunately because soybean 
oil is a substitute for or concomitant to cottonseed oil. Last year we 
had one of the smallest cottonseed crops in our history. The slack 
in the oil market was absorbed by the very large supply of soybeans. 

There will be, perhaps, a shift back and forth among those kinds 
of commodities, and a shift in other directions, as the ~ Erma effort 
indicates. 

You will recall that at one time during World War IT an all-out 
effort was made to secure flaxseed because we could not import flax- 
seed oil or linseed oil from the Argentine or other sources. To that 
end we used the price-support mechanism and placed a price-support 
of $6 a bushel under flaxseed to get the amount we needed. 

We are now changing our emphasis very materially to get the fiber 
crops. We have been doing a considerable amount of work on that 
this past year or so, both researchwise and stimulating production 
through educational programs running out to-the farmers. 


ALL-OUT PRODUCTION OF FOOD PRODUCTS 


Mr. Cannon. You are asking for the all-out production of food 
products; you are appealing to the farmers to produce to the limit, 
to the utmost. What would happen in the evert that all-out war does 
not materialize, and you have this surplus thrown on a peacetime 
market? You are asking the farmer now to produce more than is 
required for normal consumption or domestic consumption, and the 
farmer is responding, as he always does, and is providing more than 
is required by the domestic consumption. Now, if there is no war, if 
there is no wartime demand, what effect will this have on the farm- 
er’s economy when all of this surplus food that you are appealing to 
him to produce must be consumed at home in the normal channels of 
trade? — 

Secretary Brannan. Well, Mr. Chairman, you have touched on a 
point that has been very worrisome point for us. I am not so much 
concerned about the fact that our production is geared to the possi- 
bilities of all-out hostilities as about the fact that our production has 
been geared to a very high level of economic activity in this country 
which is putting purchasing power in the hands of many, many mil- 
lions of people, very adequate purchasing power. If, for example, 
there was a very drastic cut-back in the production program as now 
outlined by Mr. Wilson, and people began to be laid off, and TI cer- 
tainly do not anticipate anything like it, but if that were to happen, 
probably then we would have some troubles in agriculture, Mr. Chair- 
man, but our troubles in agriculture would not be any more severe, 
1 am sure, than the troubles which would come in the other parts of 
the economy, too. 

Mr. Cannon. Just there, Mr. Secretary, you do not mean that we 
are also producing automobiles, tractors, and fertilizer at a rate 
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which would be embarrassing in that it would produce a surplus which 
would be thrown upon the market in case of permanent peace 4 

Secretary Brannan. Oh, no, Mr. Chairman, I was referring to a 
cut-back in the production of tanks, guns, and things of that 
character. 

Mr. Cannon. They do not affect other industries as adversely as a 
surplus of food would affect the farmer’s market. 

Secretary Brannan. That is right. If we curtail the production 
program for tanks, guns, and the rest of the things that are now 
scheduled, as a result of which there is a very high level of employ- 
ment, then there might not be such strong competition for the Ameri- 
can farmer’s products in the market place, and he would stand to 
suffer some price depreciation and, except for the very fine price-sup- 
port program which the Congress has provided—I mean the very 
fundamentally sound theory of price supports which this Congress 
has continued to provide—the American farmer might start into a 
tail spin that would be comparable to the one he led the whole country 
into and which resulted in the situation we had in 1929-82. 

Mr. Cannon. Well, the national program is subjecting the farmer 
to a danger to his postwar price structures, such as you very aptly 
say produced devastating results in previous agricultural depres- 
sions, notably 1920 and 1921. No other industry or class of business 
in the United States is being asked to assume a similar risk, is being 
asked to accelerate its production program to a point that would de- 
press its price structure following the days of war. The farmer alone 
is being singled out to run that risk. 

Secretary Brannan. That is correct, sir. 

Mr. Cannon. Excuse me for interrupting at that point. Proceed, 
Mr. Secretary. 

Secretary Brannan. I think we did finish the ae Mr. Chairman. 

It simply was that, in the event of a very substantial decrease in 
purchasing power in the United States, there would be some com- 
modities which would be adversely affected pricewise. Our price- 
support programs would then come into play, and perhaps some of 
these commodities could be utilized in the implementation of our for- 
eign program objectives. We now have facilities for storing a good 
quantity of the grain and to keep a considerable quantity out of the 
market place and relieve its depressing pressures, but it would cer- 
tainly be foolhardy to say that we would not be faced with some new 
and serious problems. Of course, we would be faced with some prob- 
lems in the way of the perishable commodities, just as we were a short 
time ago. 

STORAGE FACILITIES 


Mr. Cannon. What provision are you making for storage facilities 
to take care of this expected surplus ? 

Secretary Brannan. Mr. Chairman, we have built approximately 
550,000,000 bushels of grain storage in 1949, and it is now out there, 
dispersed over the country, and it is available to carry some of our 
large stocks. Simultaneously we have encouraged private trade to 
increase its storage capacity, and there have been increases and ap- 
proved facilities in the hands of the private trade. 





FOOD RATIONING 


Mr. Cannon. What is the food-rationing outlook at this time, the 
prospect that supplies will have to be curtailed at the market place, 
such as was done in the last war? 

Secretary Brannan. Mr. Chairman, we do not contemplate an 
early application of any kind of rationing program. We certainly are 
not talking about it, and we are bending every effort in the opposite 
direction, attempting to put enough on the market that no rationing 
program will be necessary. 


CEILING PRICES 


Mr. Cannon. Well, what steps are you taking toward imposing 
ceiling prices on farm products ? 

Secretary Brannan. Mr. Chairman, as you recall, that is a function 
of Mr. DiSalle, the Price Stabilization Administrator, and he is the 
only one who can answer that question. 

Mr. Cannon. What connection does the Department of Agriculture 
have with the formulation of such a program ¢ 

Secretary Brannan. Very ek ay he must rely for his decisions 
almost exclusively on the data and the information which has tradi- 
tionally been developed in the Department of Agriculture. The appli- 
cation of the economic principles to the commodity is something which 
he develops in his office. Nevertheless, he does consult us on that, and 
has accepted for his consideration our recommendations as to the types 
of programs. He has not always embraced our recommendations— 
the cotton problem is an example—but we do have a pleasant working 
relationship with Mr. DiSalle. He is not hesitant to seek information 
from us, and we are doing our best to supply him both with information 
and on a loan basis, on order from the President, as many of our staff 
people as we can. 


FINAL RESPONSIBILITY FOR FIXING PRICE CEILINGS 


We do recognize, as the Congress does, that the final responsibility 
for fixing price ceilings is on Mr. DiSalle. Therefore, the responsi- 
bility being there, the final judgment must be there; and, after we 
have supplied him with all that we can, our functions cease. We 
abide his decision and very frankly will do our best to make them 
work, even though we think another course may have been preferable. 

Mr. Cannon. Well, Mr. DiSalle can exercise his authority to estab- 
lish price controls and can impose ceiling prices only on the basis of 
statistics submitted by the Department of Agriculture ? 

Secretary Brannan. That is correct, sir; and, as you are aware, the 
statute requires that in fixing prices on agricultural commodities he 
cannot fix them below the minimums resulting from two formulas 
which are provided in the Defense Production Act, and those mini- 
mums must be determined in the Department of Agriculture, in the 
Bureau of Agricultural Economics, and in the Price Office which has 
been set up in PMA. 

Mr. Cannon. Would you have authority to establish ceiling prices 
below the legal rates, the legal prices under the law supporting the 
price of farm products which fall below parity? 
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Secretary Brannan. I think not, Mr. Chairman. I hope that prob- 
lem never arises, and the probability that it will arise is pretty remote, 
because, as you recall, the Defense Production Act sets the legal mini- 
mums at 100 percent of parity or the prices prevailing during 30 days 
prior to Korea, whichever is higher. We might get into a ‘situation 
in which there would be conflict between a desire to set ceilings at the 
legal minimum, which is 100 percent of parity or pre- -Korea, if the 
Department decided that in order to stimulate production we would 
need to increase or maintain prices above the parity or pre-Korea level. 

If we said, for example, that we wanted to set the support level at 
110 percent of parity, and the legal minimum would be 100 percent of 
parity, and Mr. DiSalle insisted on the price being at the minimum of 
100 percent of parity, there would be a 10-percent overlapping there 
which might give us trouble; but Iam reasonably sure, Mr. Chairman, 
if we ever had a situation in which we had to do something extraordi- 
nary to stimulate production in this country, there would be little 
tendency to try to fix the minimum price below our support level. 

Mr. Cannon. Your statutory support level ? 

Secretary Brannan. No; the support level designed to induce pro- 
duction. We do have the authority to use support yrices above the 
fixed statutory levels under certain circumstances, a it is in the 
national interest. 

DEFINITION OF PARITY 


Mr. Cannon. What is the Department’s interpretation of the term 
“parity”; what is parity ? 

Secretary Brannan. Well, there are many definitions, Mr. 
Chairman. 

Parity, in one word, is equality for farmers: is an effort to achieve 
economic equality for farmers. 

A little more extended definition is that parity represents the rela- 
tionship between the cost of the things that farmers have to buy, for 
production and family living, and the prices which they get for their 
commodities in the market place. It is tied to a base period which 
was established as 1910-14 and is then projected down to date. For 
example, the parity price for a bushel of wheat today is enough to 
allow the farmer to buy the same amount of goods as would have 
exchanged for a bushel of wheat in 1910-14. 

Mr. Cannon. In brief, parity means equality, the farmer’s equality 
with other industries 4 

Secretary Brannan. That is right, sir. 

Mr. Cannon. Summarizing it still more briefly, parity is fair? It 
is equity. 

Secretary Brannan. That is right, Mr. Chairman. 

Mr. Cannon. Whenever you reduce the farmer’s price below parity, 
you are not being fair to the farmer. Then you are giving him an 
unfair price ¢ 

Secretary BRANNAN. Yes, sir: that is right. 

Mr. Cannon. You are favoring other industries at his expense ? 

Secretary Brannan, Yes, sir; that is right. 
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CEILING ON HOGS 


Mr. Cannon. The papers are full this morning of the proposed 
imposition of a ceiling on hogs. They are not going to apply it in 
the large butcher shops or in the market places; they are going to 
apply it on the farmer, the price that the farmer receives for his 
hogs; and the implication, without any specific information on the 
subject, is that they are going to place a ceiling on at Chicago below 
parity. Is that inference correct, or is there some explanation of 
that which will give the farmer a fair price for his hogs, the parity 
price? 

Secretary Brannan. They cannot place it below 100 percent of 
parity. 

Mr. CaAnNAN. Hogs are now below parity; are they? 

Secretary Brannan. They are in the neighborhood of parity. They 
have been both above and below parity at different times recently. 
What is the situation now, Mr. Trigg? 

Mr. Triec, They are about right at parity. 

Mr, Cannon. But, as of this moment, they are a little below parity ‘ 

Mr. Trice. Yes, sir; that is right, Mr. Chairman. 

Secretary Brannan, Yes. 

Mr. Cannon. What would be the parity price on the Chicago 
market, because that is taken as the standard’ What would be the 
parity price for hogs for the next month? I believe you estimate 
them a month at a time; do you not? 

Secretary Brannan. Yes. May | ask Mr. Newell to answer that? 

Mr. Cannon. You have just told us that all costs of production 
and the incomes of other industries at this time are advancing. 

Secretary Brannan. That is right, sir. 

Mr. Cannon. And the presumption is for the next 30 days they will 
continue to advance. Now, in view of that fact, what is the projected 
parity price of hogs for the next 30 days? 

Secretary Brannan. I will ask Mr. Newell of the Bureau of Agri- 
cultural Economics to answer that. 

Mr. Newey. That would be a rather difficult projection to make, 
Mr. Chairman, because it depends upon what happens to the things 
that the farmers buy in that time. 

Mr. Cannon. Yes, but the Secretary has just told us that they are 
at this time advancing rapidly. 

Mr. Neweu. Yes. 

Mr. Cannon. So that the presumption would be that parity prices 
are also advancing. 

Mr. Newewu. Yes. 

Mr. Cannon. Approximately on a rough guess, of course. It 
would have to be an estimate, but as an estimate what would you 
say will be the parity price of hogs 30 days from now? 

Mr. Neweiu, Parity on February 15 was $20.90. Estimating the 
price or parity, following that out it is pretty hard to say just what 
that might be in 30 days. 

Mr. Cannon. The presumption is it would be in excess of that? 

Mr. Neweww. Yes, sir; that is right. I think it would be fair 
enough to say that. 

Mr. Cannon. Well, the Department of Agriculture’s position is 
that the farmer should have a fair price, and in selling his products 
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he should never be placed in a position which would compel him to sell 
the products of his labor at less than parity—less than a fair price. 

Mr. Newetn. Yes, sir. 

Secretary Brannan. The law has been. of course, 90 percent of 
parity, that is, the support under the price-support law has been 90 
percent of parity for the basic commodities. The Defense Production 
Act allows no ceilings below 100 percent of parity, so that we are 
guided by those two factors. 

Mr. Cannon. I do not believe any other industry in the United 
States would be satisfied with 90 percent of what was a fair price, what 
their labor was worth or what their product was worth, or with 90 
percent of their dividends. They would want 100 percent of what 
their dividends should be and what their profits should be and what 
their labor should bring. They would want the full 100 percent. Why 
should the farmer be asked to take 90 percent when everybody else gets 
100 percent, and he is as necessary to the winning of the war as any- 
body else? Food is as much an ammunition in war as any commodity 
which any other class in the United States produces. 

Secretary Brannan. I certainly agree with that, Mr. Chairman, 
and the only answer I can see as between 90 and 100 percent is that 
Congress set it that way and we have worked under the act. 

Mr. Cannon. Without any rhyme or reason. Now, referring to 
this price you have just given us, Mr. Newell, the parity on hogs on 
February 15, $19.40, was that 90 percent of parity or 100 percent 
of parity ? 

Mr. Newewn. That is full parity, that is parity as of February 15. 

Mr. Cannon. $20.90? 

Secretary Brannan. Yes, sir. 

Mr. Cannon. On February 15? 

Mr. Newer. Yes. 

Mr. Cannon. And the presumption is that it is increasing as the 
prices of all other commodities in the United States increase. 

I believe you would agree, then, that the attitude of the Depart- 
ment of Agriculture is that the farmer should never be required to 
sell under duress in the open. market the products of his labor for 
less than parity, for less than a fair price ? 

Secretary BRANNAN. Yes; that is right, sir. 


PERCENTAGE OF TOTAL POPULATION ON FARMS 


Mr. Cannon. What is the percentage of our total population on 
the farms at this time, as compared with 1940? 

Secretary BRANNAN. I would say around 17 percent. 

Mr. Cannon. What was the percentage of population on farms in 
1940, and what was the percentage in 1950, the last census ? 

Secretary Brannan. The percentage for 1940 was 22 percent and 
for 1950 is 16 percent. 

Mr. Cannon. I believe you said awhile ago that your impression 
was that the percentage of population on the farm was decreasing ? 

Secretary Brannan. That is right. 

Mr. Cannon. There are less and less people on the farms every year? 

Secretary Brannan. Yes, sir; that is right. 
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Mr. Cannon. That means the average age of farm people is older 
every year because the young people are leaving the farm and going 
to the city ? 

Secretary Brannan. Yes. 

Mr. Cannon. What would you say as to the average age of the 
people on farms in 1950 as compared with the average age of those 
on fatten in 1940? 

Secretary Brannan. On basis of preliminary tabulations from 1950 
census, it is estimated farm population was 16 percent of total popu- 
lation in 1950 as compared with 22 percent in 1940. 

The average age of farm operators, as obtained by the census, was 
48 years in 1940. Similar figures are not yet available from the 1950 
census. 

Mr. Cannon. In other words, as our farmers grow older and we 
do a better job in our producing program every year, the tendency of 
the country is to demand that the farmer take less aa less of his share 
of the national income, is that true ? 

Secretary Brannan. Yes; that is right, sir. 


FARM LABOR 


Mr. Cannon. Now, as to farm labor, you say food is a munition of 
war, essential to success? I believe you made that statement. 

Secretary Brannan. It is on the first page, Mr. Chairman, right 
there [indicating]. 

Mr. Cannon. Yes; you say: “Guns and tanks and planes are in- 
effective weapons of security without adequate food for the men who 
man them and for the men and women who must make them.” 

That is certainly a very accurate statement. 

That being true, what provision is being made to keep men and labor 
on the farms, as well as to keep men and labor in essential industries, 
in preventing the drafting and the depleting of farm labor to a point 
where it would decrease production ? 

Secretary Brannan. Mr. Chairman, we have been working on the 
farm-labor problem from two main angles. One, of course, is to keep 
the maximum number of trained people, people trained in terms 
of using the machinery and equipment which must be utilized on a 
farm tod: Ly to get reasonable efficiency. 

By working with General Hershey and the members of his selec- 
tive-service staff we have attempted to set up criteria under which 
it would be possible for General Hershey's draft boards to determine 
whether or not the particular individual was essential or not essential 
to the agricultural production in that area 

We have had four or five particular cases under analysis, and we 
have made recommendations with respect to them, and General 
Hershey has accepted our recommendations. I have the feeling today 
that we are going to be able to develop a reasonably effective working 
relationship with General Hershey and his staff in that area. 

The second phase of our efforts, of course, has been in supplying 
deficiencies in agricultural labor at seasonal times particularly, which 
will be very seriously aggravated by the fact that many of these 
people are being drained off into industrial activity, not going into 
the Army, but being taken into factories producing arms, and as 
vou know there are a number of efforts in several directions on that 
point. 
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The Department of Labor is taking a very active part in it. The 
Senate Committee on Agriculture is also taking an active part in 
attempting to make arrangements with Mexico, and they have now 
under consideration a study which will decide how much of the 
expense of recruiting people outside of the country and the cost of 
transportation within the country can be aed 

Mr. Cannon. Going back to the last war, we are fortunate in being 
able to draw many important lessons ieee our experience gained 
in the last war. 

What was the drain on farm manpower by the Army and defense 
plants during the last war 

Secretary “Brannan. From January 1, 1940, to January 1, 1945, 
the farm population showed a net decrease of about 5,000,000 persons, 
including an estimated 1,850,000 entering military service with at 
least an equal number of other adult workers going into nonmilitary, 
nonfarm employment. 

Mr. Cannon. Will you have a manpower division, or some such 
unit which will be operating to prevent unreasonable reduction in 
farm labor in this war, based upon your experience on the drain made 
upon farm labor by the military and the defense plants and its effect 
in the last war ¢ 

Secretary Brannan. Yes, sir; we will, Mr. Chairman, and the 
Under Secretary has been charged with personal and direct responsi- 
bility for the manpower problem in the Department and working with 
the staffs who do have the background and history of it, some of the 
chief ones of which are in the Production and Marketing Administra- 
tion. He has been carrying on direct negotiations with General 
Hershey and has issued some memoranda to the field, to our Agri- 
cultural Mobilization Committees, and so forth. 


ORDERS UNDER DEFENSE PRODUCTION ACT 2 

Mr. Cannon. In conclusion, Mr. Secretary, what departmental 
orders have thus far been issued under the Defense Production Act 

Secretary Brannan. I would say may be 10 or 12. The first one 
was to redelegate the responsibilities which the President gave to the 
Department under 10161, and one or two subsequent Executive orders. 
The bulk of them have moved to the Production and Marketing Ad- 
ministration, and some to the Forest Service. Subsequent orders have 
been to reorient the existing staff into the agricultural mobilization 
organization, and a few orders have been issued in the manpower and 
related fields. 

Mr. Cannon. Mr. Secretary, it has been my privilege to know per- 
sonally the long line of distinguished men who have served as See- 
retary of Agriculture, for many years. In all that time I do not be- 
lieve there has been a man better qualified than the man who occupies 
the position today. 

In any prospective war, if we must have one, or in preparation for 
war the Secretary of Agriculture, in my opinion, occupies a position 
second only to that of the Secretary of Defense. I think the country 
is exceedingly fortunate in having in that important position at this 
time so very able a man. 

Secretary Brannan. Thank you, Mr. Chairman. 

Mr. Cannon. Mr. Kirwan. 





NECESSITY FOR APPROPRIATION 


Mr. Kirwan. Referring to the $1,485,000 you are requesting in this 
budget here, every dollar of that is essential and necessary in order 
to coordinate and cooperate with our defense agencies ? 

Secretary Brannan. We believe it is, and respectfully represent to 
the committee it is. I take the liberty of pointing out to you that it is 
a whole lot less by many millions of dollars than the sums which were 
utilized for such purposes the last time. 

Mr. Kirwan. There is one point there on which I cannot go along 
with the Secretary and the chairman. I think you finished your 
answer to him by saying that the farmer alone would suffer. If we 
gear up our production ‘the w ay we are gearing it up, then if we do 
not have all-out war, you both agree that the farmer would suffer? 

Secretary Brannan. Yes. 

Mr. Kirwan. He will not suffer any more than anybody else. 

Secretary Brannan. That is right. 

Mr. Kirwan. And there is no chance of him suffering any more than 
anybody else ? 

Secretary Brannan. No. 

Mr. Kirwan. Because they are all geared up for an all-out war. If 
the mines, we will say, are geared up for that same thing, and if they 
are producing more coal now there would not be need for it, and so, 
consequently, the miners would suffer, transportation would suffer 
if we stopped manufacturing guns, rails, and everything like that, we 
would have no need for shipping them, and commerce and everything 
would suffer just in the same proportion. 

In my humble belief I think you hit the nail on the head, when he 
asked about 1914, about parity, equality. 

Secretary Brannan. Yes. 

Mr. Kirwan. You remember in 1918 after the war was over, and 
we went back into production, outside of the period of 1921, which 
was not a depression period, but just a period of readjustment from 
then on until 1929 we never saw such prosperity in our lives, and the 
collapse in 1929 was no fault of the man in the White House, or any- 
thing like that, or of politics; it was simply because we were not pre- 
pared to goon. Only 29 out of every 100 people in the United States 
had electricity in their homes at that time, and there was nobody left 
to sell our products to. 

After the last world war every editorial, and every magazine writer 
in the country said as soon as the whistle blows we are going into an 
awful depression. 

Last July our economy was $388,000,000,000. We could not furnish 
enough steel or aluminum or anything to people who wanted it. They 
were all pleading for material, and the Second World War is not 
over yet. Now today what are we doing?) We are now about where 
we left off in July of last year, and surely for the next 25 vears the 
farmer and everybody in this country will be working like they 
never worked in their lives. I again repeat the reference to the steel 
plants and aluminum. Last July their backlog was so great that no- 
body could get steel or aluminum. So, there is no chance of the farmer 
suffering when this is over or of anybody else suffering. All we have 
to continue is what happened since 1914, and each year it becomes 
greater and greater. 
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Secretary Brannan. Yes. 

Mr. Kirwan. So, there is no chance of the farmer alone suffering. 

Secretary Brannan. Mr. Kirwan, I am in complete agreement with 
your conclusion. I think what the chairman was developing was that 
it is the farmer who led the rest of the economy into the depression. 
You spoke of the period up to 1929. Actually in the twenties, up to 
1928 or 1929, was a very bad period for the American farmer. He was 
going down economically, 

Mr. Kirwan. Yes. 

Secretary Brannan. And it was that weight which got so heavy, 
according to some economists, that it just dragged the rest of the econ- 
omy down in one fell swoop. 

Mr. Kirwan. It was his weight because we did not keep up. I re- 
member in 1921 the first broadcast by radio was held in an auditorium. 
They received reports from both conventions that year by radio and 
so We were going to erect huge factories. We came into the electrical 
age, We were going to sell radios just like television today and we did 
all right, but we found out that it was not practical, and there were 
only 29 out of every 100 homes in the United States that had electricity 
in them, and how were we going to sell radios to them’ How were we 
going to sell washing machines to them, and how were we going to 
sell a mangler to them, and how were we going to sell an ironing 
machine to them without electricity in their homes? However, we 
caught up with this in 1929 and today in America 70 out of every 
100 homes’ have electricity in them. 

Secretary Brannan. That is right. 

Mr. Kirwan. There is just no catching up with the demands on 
our industry and our farmers, and here we are, 5 or 6 years after 
the Second World War, and we cannot even buy steel or aluminum 
at a time when we might get into a third. So, it will take years for 
us to catch up. There is no such thing in sight; is that correct? 

Secretary Brannan. I certainly hope that is right. 

Mr. Kirwan. Well, the record and history shows that it is right, 
that we had not caught up in steel last June or in aluminum or hardly 
anything. 

As far as the farmer is concerned, I am going to tell a story. You 
can let this off the record. 

( Discussion off the record.) 


PARITY AND SUPPORT PRICES 


Mr. Wurrren. Listening to this discussion between my good 
friends here just points out the grass always looks greener over 
on the other side of the fence. I realize this all-out effort is calling 
on certain segments of our society, and I am in accord with many 
of the things that have been said here; but I do think, too—and 
I guess we are all colored by that which we know the most about— 
and I would like to point out some things in connection with the 
farm picture which should be considered. 

In regard to parity and the support prices—and it is the support 
of prices, you might say, and not support prices—there have been 
many attacks in the papers in recent months along that line. We 
realize our own problem when we cannot see, sometimes, the prob- 





lems that others have; but they made a study of the comparison 
of farms in one of the counties of New York State which was sub- 
mitted to our Subcommittee on Agriculture Appropriations recently, 
and in that county they had had a survey every 10 years since 1907, and 
it shows some facts which are worthy of attention. 

In 1907 about 75 percent of the total investment in the farm was 
real estate. Now only 45 percent of the total investment in the farm 
is real estate, and 55 percent are improvements that have been put on 
it to keep up with present agricultural methods. In 1907 it would 
take a man operating a farm 9.7 years to lose his farm by way of 
expenses. I mean his expenses would eat up his farm in 9.7 years. 
In 1947 his expenses will eat up his farm or may eat up his farm in 
2.5 years, the point being it requires a much greater investment. It 
is more of a business and there is much more risk, and it is much 
more dependent upon management and upon these things you men- 
tion, which are machinery, fertilizer, and things of that nature. 

Now, with regard to this present emergency and the demands made 
on farmers—and I am taking a little more time than usual here. 
because I have been sitting for the past 6 or 7 weeks on the Agriculture 
Subcommittee handling appropriations for that phase of the work— 
everybody, as I have said, is doing things in preparedness for war. 
That is causing dislocations now, and if, fortunately, we could have 
peace, I am sure everybody would be dislocated. I mean it would 
upset our economy in many, many ways, and everybody would feel 
the effects of that; but, like the most of you, I pray that is what will 
happen on the other side of the picture. 

But the farmer is one person whom you are asking to increase his 
production tremendously without giving him a firm contract to take 
his production at parity or above. Is not that true? 

Secretary Brannan. That is true. 

Mr. Wurrren. Labor is getting a firm contract for whatever the 
wages may be. In many cases they do not feel like they are enough, 
but it depends on where you are as to whether you see it that way 
or not. But I have sat here and listened to every one of these justifi- 
cations for money for the national defense, and in the case of industry, 
they contemplate making loans to put up additional plant capacity : 
the Government contemplates giving industry a firm contract to buy 
their production at above the prevailing market price. It retains the 
right to cancel their contract but, if so, they give industry the cost 
plus a reasonable profit. 

I mention this not to say the farmer is being mistreated, but I 
understand in regard to the f farmer all you are doing with regard to 
the main commodities is assuring him he can borrow up to 90 percent 
of parity, whereas with regard to ever y other segment of our economy 
there is a flat contract for a flat amount for its “production or cost of 
production plus a reasonable profit in case of the cancellation of the 
contract. And the expansion of production plants in regard to in- 
dustry, if requested and demanded, is on a Government outlay with 
a quick amortization in the way of taxes and every other thing that 
may go into it. 

So the demands you are making on the farmer I do think are some- 
what different, to say the least, and how you look at it depends 
on whether you come from a city and have acquaintance with those 
problems, which I am frank to say my good friends from Ohio, Mr. 
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Kirwan, and Rhode Island, Mr. Fogarty, know much more about 
than Ido. But I do want to say I see somethings in the farm picture, 
from which area I happen to come, that are different. 
f which area I happen to come, that are different 


FARM LABOR 


The next thing we come to is farm labor, and I won’t go into that. 

You have stated at the present time you have the responsibility and 
you are requesting funds here to carry out the responsibility to see 
that adequate farm machinery is made available, which means you 
are a Claimant before the National Production Authority for the 
proper allocation of steel, to see that the farm needs are met in the 
way of machinery. That means proportionately ; in other words, that 
that need for production has its place at the table when you come 
to allocating these materials to keep up the production plant. Is 
that true? 

Secretary Brannan. That is right. 

Mr. Wurtrren. While you have that right to make vour claim and 
make that showing, the final decision is left with those in control, who 
would be Mr. Wilson in this case ¢ 

Secretary Brannan. General Harrison, and then reviewed by Mr. 


Wilson. 


FERTILIZER 


Ms. Wirrren. And IT notice the same thing in regard to fertilizer 
materials for fertilizer and things of that sort. You have the same 
rights and responsibilities there; do you? 

Secretary Brannan. That is right. 

Mr. Wurrren. In that connection, I would like to point out some 
things we had trouble with in the last war. This applies somewhat to 
machinery, too. You may recall it. I do not beheve you were in 
your present capacity, and I am not trying to hold you responsible 
for it. But during the last war or after, when they were shipping 
out much chemicals which were essential to agriculture, I wrote a rider 
which went on the ECA Appropriation Act which provided that you 
could not ship this fertilizer until you had make a survey in the Depart- 
ment of Agriculture and certified to the President that there were 
adequate supplies in the United States for domestic needs. In 3 days 
the Department certified they had made such a survey and there were 
adequate amounts. Now, if you could do that in 3 days with your 
regular operations, I cannot see why you need extra money here to 
handle these types of things which in that instance you did with your 
regular employees in 3 days and certified to the President that a sur- 
vey had been made and there were adequate supplies. 

Now, in that case, either you made no survey—and when I say “you,” 
[ have reference to the Department—or else your regular employees 
can make such surveys, and it raises the question as to whether you 
need this additional force and these additional funds. 

Are you familiar with that situation ? 

Secretary Brannan. I am not familiar with what occurred in 
World War II. I can only say to you that immediately after Korea 
we made a first, a tentative appraisal of agriculture’s needs, and put 
it into a six- or seven-page letter for Secretary Sawyer, who had the 
responsibility then; it was referred to General Harrison, whom he had 


> 





300 


appointed at that time. At the conclusion of that letter we said “These 
are our best estimates which can be made here from the records now 
available, but we are going through the country on a county-by-county 
survey to ascertain for certain whether or not these are accurate.” 
And we went to the Bureau of the Budget, secured funds, and are 
now out in the field making that survey through the Production and 
Marketing Administration. 

Mr. Trigg can give you the detail of how that procedure is being 

-arried on, but I can say to you that we are using people who are not 
full-time employees but who are Production and Marketing Admin- 
istration State, county, and community committeemen, who are not 
full-time employees. 

Mr. Wuirren. But what I wonder is this: You are using those 
folks to handle that phase, and I do not know anybody who would 
be better, but there is no reason why they cannot talk about soil con- 
servation, machinery, and fertilizer at the same meeting. You do not 
have to have one meeting on soil conservation and another on fertilizer 
and another on machinery ; ; do you? Those are just three farmers 
in the field group, and when the State group meets down there, they 

‘an talk about machinery, fertilizer, and soil conservation in the same 
breath; can they not? 

Secretary Brannan. But it is more than a question of just talking 
with three other people; it is a question of getting out on the highway 
and doing some driving and doing some questioning throughout the 
entire county. I am sure you are aware that the fertilizer needs of 
this country have been increasing by leaps and bounds. 

Mr. Wuirren. I am, and I am hoping, instead of you spending 
vour money out there in the field, that you can take your records down 
here in the Department and pretty well tel! what fertilizer you need 
instead of spending money running up and down the roads. T would 

rather see the Department get busy where those decisions are made. 

The trouble about fertilizer before was this: Commerce, which had 
to allot our essential chemicals for fertilizer, was not allotting the 
percentage of what they found after a survey, but they took all of the 
production for a given month. If they h: id taken 10 percent. of the 
production each month, it would have been all right; but, instead of 
that 10 percent a month for a year, they took it in 1 month, and that 
was the month when shortages showed up in America’s needs, and 
vet they were sending fertilizer to many of those foreign countries 
in the off season when it would not have hurt to wait 3 or 4 months. 
And I state that as a fact, because we made quite an investigation of it 
and finally got the thing corrected. And that is the place where, as 
I see it, your Department can do it. You can take the figures of the 
BAE and the figures of the Department and pretty well tell what 
the fertilizer needs are, what the machinery needs are, and the places 
we need help—not that I know of anything right now—but the place 
where we need somebody is before Mr. Wilson and before Mr. Har- 
rison and before General Hershey and those folks here in Washington. 
That is where the decision is coming from. 

Secretary Brannan. I think I would like to turn this part of the 
discussion over to Mr. Trigg. I just want to say to you we do have 
a person before Mr. Wilson and we do have a person before Mr. 
Harrison, and I personally am a member of the Defense Production 
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Board and have made very strong recommendations about agricul- 
ture’s needs. 

Mr. Wurrren. Under the present set-up, you have control of 
this matter as between you and the Commerce Department. I 
mean you are primarily the agency that determines this type of allo- 
cations between Mr. Wilson and Mr. Harrison’s level. 

Secretary Brannan. May I state it in a slightly different frame- 
work, Mr. Whitten / 

The responsibility for allocation of all of the materials, particularly 
of the scarce materials, is vested in General Harrison. His decisions 
are subject to review by Mr. Wilson, but his decisions are made in 
this type of area, that where there is less of a given commodity than 
all of the claimants’ claims total up to, he must then allocate propor- 
tionately among those and decide the preferential interest and the 
right of priority of the various claimants. He actually has not allo- 
vated, for example, so many hundred thousand tons of steel to 
agriculture or so many tons of phosphate or sulphur or nitrogen to 
agriculture, but we must make a showing that given amounts are 
required. ‘Then he issues an order by which the manufacturer or 
prime buyer of those commodities can go to the holder of it and secure 
the commodity. And we take the people who are the claimants for 
agricultural uses and present them and their cases before Mr. Har- 
rison’s group. 

Mr. Wurrren. In that connection, what is the status now? Have 
you presented your case for agriculture already in regard to farm 
machinery needs, fertilizer needs, and that kind of thing, or is it just 
in process of preparation? For instance, we are at the beginning of 
the crop year now. 

Secretary Brannan. No. We have presented it in general terms. 
We are going to follow it up in specific terms when this survey is 
finished that I spoke of earlier in our discussion. And we are aiding 
individual claimants wherever they come up and say “We need so much 
steel to complete an order of farm machinery. We have asked the 
initial producer to supply it to us, and he says he cannot.” Then we 
go with him and try to get an order on that initial producer to supply 
the steel to that manufacturer. So we are also working on a case-by- 
case basis. 

Mr. Wurrren. As I tried to point out this morning, a whole lot of 
the dislocations of the past were not necessarily in the decisions that 
had been made as to where particular percentages should go, but it 
was a question of timing. That was true of this ECA fertilizer prop- 
osition. Now, what chance do you have to help work out the timing 
of these allocations¢ For instance, with regard to chemicals for 
fertilizer, the point I make is that a 30-day delay in the delivery 
of nitrogen might miss a whole crop or might cause you to miss a 
whole crop. 

Secretary Brannan. That is right. 

Mr. Wuirren. On the other hand, in the case of the other claimant 
who has a claim up, a 30-day delay might not affect him at all, because 
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it might get there 60 or 90 days before it is needed. It is that type 
of thing where we badly needed help in the last war and which was 
not cured until toward the end of it. , 

Secretary Brannan. Mr. Trigg sits on committees, and members of 
his staff sit on various subcommittees on commodities or the various 
essential items of production, and to date I think they are making a 
very good case for agriculture’s needs. I think I might put the over- 
all questions in this kind of a context : As we view it for the immediate 
future, the essential materials are probably going to be available. 
They were all out there—at least parts of them—before Korea in the 
hands of the dealers and so forth. But the important thing today, 
as you are indicating, is to look down the road ahead to the needs 
which are going to come this year and toward the harvest season and 
next year’s crop. 

Mr. Wuirrren. There is another field in which a lot of problems 
exist. I wonder what authority, if any, you have and what is the 
desire in this request here. Is it an attempt to allocate or make avail- 
able on a broad basis to farmers these materials? Even before Korea, 
fertilizer tended to be getting in the hands of your big operators and 
in the hands of a good many people either for speculative reasons or 
else for playing it safe and getting a fully adequate supply, and today 
fertilizer in many instances in the smaller markets cannot be had, 
even though the over-all supply in a given area might be sufficient. 
Distribution has broken down. Has any attention been given to that 
type of thing where allocations could be made and some restrictions 
imposed to make fertilizer available on a broad basis instead of having 
so much available which might end up in a few hands? 

Secretary Brannan. That is one of the problems with which we are 
going to be confronted. As you pointed out, it was one of the prob- 
lems in the last war, and we expect it will be this time. This county- 
by-county survey we are now carrying on will, in my opinion, equip 
us to meet that problem a great deal better. 

Mr. Wuirren. That is where my quarrel arises with the planning of 
the Department. TI live in an area of a small-town agricultural sec- 
tion, and most agricultural areas, comparatively at least, are in the 
smaller cities and towns. The information you are seeking by run- 
ning around out there in fact is already available through the Bureau 
of Agricultural Economics and through various other reports we 
have been carrying on for yeirs. I profess to know something about 
it, and as I see it—and I may be wrong—we have not even had a peace 
treaty: we have not even gotten out of the last war, and our experience 
is fresh before us, and it strikes me that the problems before us then 
still need a solution. And T am ready for some action before the 
Department and before these agencies now rather than delaying now 
while you go around through the PMA committees and find out what 
we already know. 

Secretary Brannan. Mr. Whitten, I just have this to say: you re- 
member the distribution of these commodities—talking about ferti- 
lizer, for example—is through the normal channels of trade. We do 
not intend to disturb that. What we do purport to do is to be in a 
position to know enough about the whole needs situation to be able 
to convince those people on a pattern of distribution. And I agree 
with you that a great deal of work must be done in Washington, and 
all I can say to you is that we are doing it. 
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Mr. Wuirren. This is no personal quarrel with you, and I apologize 
to the committee for taking up this much time, but I listened to this 
approach, and your approach seems to be largely one of spending 
money in the field through PMA committees in finding out what I think 
you already know. I am talking about department: al-wise. And, 
after all, all they can do is to tell you where the problem is. They 
cannot cure any of those things. You have the cart before the horse, 
as I see it. 

Secretary Brannan. If you will permit me just to amend that 
slightly, there are two horses in this team, and one seems to be pulling 
at this end and one seems to be pulling out in the country. I respect- 
fully say to you that we are pulling on both ends—in here and out in the 
tield—and I respectfully say to you I do not see any evidence that we 
have fallen behind here. It may be that has yet to develop, but, where 
we have presented our case, we have had a complete acquiescence. 

If you will permit me just to elaborate a little. At the second 

Defense Mobilization Board meeting, I made a rather elaborate state- 
ment and documented it by two or three examples. For example, I 
said if you gentlemen are interested in hogs or beef, then you must be 
interested in nitrogen or nitrates, because our scientists can demon- 
strate beyond question that if you apply 1 ton of nitrogen to a 20-acre 
plot or 100 pounds to the acre, you will get an increase in the corn pro- 
duction on that land, all other factors being equé al, of somewhere be- 
tween 230 to 250 bushels of corn. Now, 230 to 250 bushels of corn means 
somewhere between 13 to 15 hogs and comparable weights on beef, 
and so forth. In other words, it is completely clear that our increased 
production goals cannot be achieved without the allocation of the nec- 
essary Chemicals and base materials to make enough fertilizer avail- 
able to farmers of this country. And we drew an example of cotton 
in a similar vein. There is complete acquiescence, and as we come 
forward with specific cases, in my opinion, we are going to get favor- 
able reactions. We are now discussing with at least six different people 
the building either of additions to their fertilizer plants or new plants 
in their communities and, as I think you well know, one group in 
Mississippi is contemplating a rather large operation. 

I would say if you had a chance to talk to them, you would find they 
have gotten very active support and strong encouragement and a lot 
of technical guidance and advice and steering, so to speak, from us and 
the agencies ‘that are also involved in the final determination. 

Mr. Wurrren. That makes me feel better. A whole lot of my 
discussion here is to try to point out as I see it those places where we 
were a little lax the last time. {am not trying to urge or insist that 
an unfair proportion of those goods go to agriculture as against the 
other segments. ‘That must be considered in the over- -all military 
effort. But many times with just a little proper planning it will go 
a whole lot farther than if the planning is not done beforehand. 

Secretary BRANNAN. You are completely right. 


MANPOWER 


Mr. Wuitren. Now with regard to manpower I note your state- 
ment that you are working with Mr. Hershey and others in handling 
farm manpower and it is my observation down through the agri- 
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cultural area I see that this is going to be quite a problem in view of 
the demands that are made for production. And I am sure that is 
pretty well true of everybody from all sections of the country. 

Secretary Brannan. That is true. 

Mr. Wuirren. I wonder if this does enter into it. I was told during 
the last war it did. That is credit was not given for volunteers in 
the manpower allotment. In other words the number of draftees 

vas allotted independent of the volunteers and many of the volunteers 

came from the agricultural areas. Has anybody in your section 
studied the Draft Act to the point of knowing just how this thing is 
set up? The point I make there is that this is not a case of prevailing 
on the local board in each individual case to defer a particular indi- 
vidual as much as it might be a case of setting up the proper kind of 
program for selective service. If my information is correct you do 
not get credit for volunteers and you can see in any section that had 
an unusually large number of volunteers you would also end up with 
a large number ‘of men left subject to the draft under the present 
law which may be changed. 

Secretary BRANNAN. I will be frank and say I have not heard that 
particular phase of the problem discussed but I will make a note of 
it and see what the situation is. 

Mr. Wurrren. I say you do not meet that problem by waiting until 
the thing is over and then coming in and ee te a nice little appeal ; 
it is the working out of these things in advance and having it main- 
tained as a special service. And there again I am not asking for any 
special consideration for any segment of our population; but, if we are 
going to have production, somebody has to be there to produce. And 
during the last war Congress finally wrote some legislation on this, 
and several times speeches were made on the floor that General 
Hershey paid no attention to the law after it was passed. So, if you 
are going to wait, as was done in the last war, very little is going to 
be done about it. 

Secretary Brannan. May I say I appreciate your discussing this 
matter in this framework. 

Mr. Wurrren. I am attempting not to give any answers. I do not 
know the answers. But I mean the time to set those things up is in the 
inception rather than after the thing is gone. 

Secretary BrRanNAN. That is correct, and we are trying to be ahead 
or at least to keep abreast of our problem, and this will help us. 


DEFENSE PERSONNEL. 


Mr. Wurrren. Another thing I notice you are listing here is that 
you now have 515 people under ‘defense- production activities, and you 
are asking enough to run that up to 737 people. How many of those 
are on transfer from the Department of Agriculture, and how many 
of them are new employees in the Department ? 

Secretary BRANNAN. Very few. Do you have that, Mr. Roberts? 

Mr. Rorerts. I do not have that detail here. I can furnish that for 
the record. There are very few who are new to the Department. 

Mr. Wurrren. If you transfer these people, who is paying them? 
Are you getting this money out of the regular departmental funds, 
or are you having that much money left over, unused, to go back to 
the Treasury ? 
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Mr. Roserts. No. Those people are paid from the allocation of the 
appropriation for carrying out the Defense Production Act functions. 

Mr. Wurrren. If they are regular employees and are now being 
paid from this source, there should be a point where that money would 
be available. 

Mr. Ronerrs. As to those that have been transferred from other 
activities, in some cases there will be a lesser obligation against regular 
activities from which they are transferred. Part of these permanent 
positions shown here are people who are working part time on this 
activity and part time on other activities. I think that is indicated in 
the notes that have been furnished to the committee. 

Mr. Wuirren. I might ask you what your over-all indication is, if 
you can tell, as to whether the American farmer is going to be able 
to come up substantially to the demands you are making. Does it look 
like you are reasonably going to meet your goals? I mean, is the out- 
look now good or bad? Of course, you cannot tell definitely. 

Secretary Brannan. It is a little early to make any forecast which 
anyone should take into a calculation, but as of this time the outlook 
is pretty bright. There are one or two drought areas throughout the 
country which may affect wheat production and might even affect 
cotton production and some of the sorghums and feed grains, but for 
the most part the outlook is good. But there is many a slip between 
the time the crop is planted and the time it is harvested, as you very 
well know. 

RISKS OF FARMERS 


Mr. Focarry. Mr. Secretary, for my own information, I guess, more 
than anything else, could you tell me what risks the farmers are 
taking that industry is not taking at the present time / 


Secretary Brannan. The risks which the chairman pointed out, 
namely, that should there be a reverse in the high level of activity of 
the economy which would cause a reduction in the demand for some 
of the commodities we are emphasizing in our production-increase 
activities, they might find themselves at the mercy of the market 
with the possibility of getting less than their cost of production. 
That is particularly true in all of the livestock operations. Feeder 
cattle are moving in the market places at the highest prices in history. 
Into those feeder cattle they are going to invest corn at somewhere 
around $1.50 or $1.60 a bushel. That produces so much weight. Then 
they have to move those back into the market place and get that corn 
back out in the price in the market place. A very serious change 
in the general health of our economy may find a lesser demand for 
beef, pork, dairy products, poultry products, eggs, and so forth, with 
the farmer standing there without a support price in any way, shape, 
or form, because on all the commodities I have named there is not 
now a support price, and he runs some risk of having to take less 
than his cost of production. And that is not theoretical, because a lot 
of livestock people have been cautious about increasing their opera- 
tions because of the possibility of getting in at too high a price and 
possibly not being able to get out. 

So when a farmer plants his crop or when he breeds his hogs, nobody 
tells him; when the hog is ready for market, there will be a given 
price there for him, which is very much different from the contract 
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under which a tank, airplane, gun, or anything else is built. So that 
there is a very, very wide difference between the two 

Mr. Focarry. Is there anyone who tells him how much livestock he 
can raise ? 

Secretary Brannan. No, sir. 

Mr. Focarry. Or how long he has to keep it ? 

Secretary Brannan. No, sir. 

Mr. Focarry. Or when he shall market it ? 

Secretary Brannan. No, sir. Nature tells him that. He can just 
put so much corn in, and after that the rule of diminishing returns 
sets in on him, and he has thrown away his feed. 

Mr. Focarry. In the case of some of these textile mills that are not 
doing war work but are still turning out the clothes which you and 
I wear, what risk are they running ? 

Secretary Brannan. Well, I am not as well versed in their business. 

Mr. Foearry. Are not they running a risk, too? 

Secretary Brannan. Surely they are running a risk. 

Mr. Focarry. There is no guar anty to them when they have a suit 
on the market that they are going to get $40, $60, or $80 for it. 

Secretary Brannan. Mr. Fogarty, maybe you know more about it 
than I do—and I do not profess to know all about it—but it is my 
understanding that by the time the mill owner has gone out to buy 
the raw cotton he has a contract for the finished product. Usually he 
does not go out and buy his raw material until he has a reasonably 
firm contract for his finished product. That is the way he goes out 
and buys his raw material. There are not too many mills in this coun- 
try that are turning cotton goods off and then going out to seek a 
market, because they are usually made to order and usually are made 
toa particular style, fabric, weight, and so forth. 

Mr. Focarry. Are there any safeguards of any kind against the 
possibility that the mill owner may have to shut down because of no 
demand for the goods he is producing? I am talking about the mills 
in New England. A year ago, during the calendar year 1949 and the 
first 6 months of 1950, they had the highest unemployment in New 
England of any section of the country, because those mills were not 
operating they were shut down. 

Secretary BranNAN. That is correct. 

Mr. Foearry. So there is no safeguard for the men operating those 
mills? 

Secretary Brannan. But may I just point out to you that these 
folks are not in the same uncom fort: able position by any stretch of 
the imagination. I am not saying that what did happen to them was 
good, right, or equitable or anything else, but what I do say to you, 
though, is that when they see a situation coming where they cannot 
sell their finished products, they can stop many parts of their cost, 
but the farmer cannot. When the farmer pl: ints his corn seed in the 
spring, he has a considerable investment in that. He has his invest- 
ment in his land, in his fertilizer, in his labor, and the processes of 
nature are in motion. The only thing that fellow can do is to go on to 
completion of the production cycle and put his commodity in the 
market place, and at no time can he really cut off and save any appre- 
ciable part of his operating cost. So that, he is in a somewh: at differ- 
ent position. Most of the farmers of this country plant their crop 
in the spring, work on it all year, invest in fertilizer, labor, seed, ma- 
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chinery, gasoline, and tires, harvest it in the fall, and still do not 
know what price they are going to get for it until they start to the 
market place. Sometimes the price changes between the time they 
load it on the truck and the time they get it to the market. And if 
they get to the elevator and there is a big long line of trucks ahead 
of them, that fact alone may depress the market in that area. So that 
there are some differences in the situation. 

Mr. Focarry. Are there any restrictions on planting any crops 
today ¢ 

Secretary Brannan. There are restrictions on the planting of 
tobacco and peanuts. 

Mr. Focarry. How many farm products have support prices today ? 

Secretary Brannan. Corn, cotton, wheat, tobacco, rice, peanuts, 
wool, sugar, tung nuts, honey, mohair, and pulled wool, and dairy 
products by application to the finished commodity. 

Mr. Focarry. What do you mean by that? 

Secretary Brannan. You do not support milk by buying milk; 
you support milk by buying butter or cheese or dried skimmed milk. 


COST OF PROGRAMS 


Mr. Fogarty. What have the subsidy programs, including the sup- 
port prices and soil conservation, cost the Government? Take the 
fiscal year 1949. 

Secretary Brannan. Mr. Trigg, do you have that figure ? 

Mr. Tricc. The total for soil-conservation payments was $150 
million. 

Mr. Fogarty. Fiscal year 1949? 

Mr. Trice. Yes, sir—for the 1948 agricultural conservation pro- 
gram. It was $262.5 million for the 1949 program. 

Mr. Fogarry. What about all the other support prices? 

Mr. Triec. There is a distinct difference between the agricultural 
conservation program and the price-support program, of course. You 
are familiar with that. 

Mr. Focarry. Yes. 

Mr. Triac. The figure I mentioned was for the agricultural conser- 
vation program. The realized loss on the price-support program for 
1949 T do not have right in front of me, but we can furnish that for 
the record. 

Mr. Fogarty. All right. 

(The information requested is as follows :) 

The net operating loss on the CCC price-support program realized in the 
fiscal year 1949 was $254,761,994. 

Mr. Trice. You must also take into consideration that commodi- 
ties taken into the inventory of the CCC under the price-support 
program in 1949 may be sold in 1950 or 1951, or at a later date. 

Mr. Focarry. Yes. 

Mr. Trice. For instance, we have reduced our inventories from 
June 30, 1950, from approximately $2,600,000,000 down to $1,600,- 
000,000 now. In other words, the difference has been sold. 

Mr. Focarry. How much was thrown away ? 

Mr. Trigg. How much was thrown away ? 

Mr. Focarry. Yes, or dumped. 





308 


Mr. Trieg. The only program we have had where there has been 
a loss on a commodity because it was dumped, has been the price 
support program on potatoes. The potato program has been quite 
expensive. 

Mr. Focgarry. We are out of that now, are we not ? 

Mr. Trice. Yes; as of the first of this year. 

Secretary Brannan. We are as to the new crop, but we are stil 
operating on the old crop. 

Mr. Trice. That is right. 

Secretary Brannan. In other words, you could pick up the paper 
tomorrow and find where some potatoes had been dumped. 

Mr. Foearry. I saw something in the paper just recently about 
that, where someone had just made a statement about it. It was ir 
Maine, I believe. 

I happen to come from one of those industrial districts, as you 
know, in Rhode Island. Although I come from an industrial dis 
trict, I was born and raised on a farm. I know something about 
farm prices and the farm situation, although it was,a dairy farm 
and was only a small farm of a couple of hundred acres. 

From the time I was 8 years old until I was about 19 years old 
I did work on that farm as any hired man would do in any other 
part of the country. I know some of the problems the farmers are 
up against, and I know the problem-that the city worker is up 
against. 


PRICES OF FARM PRODUCTS 


I do not know of any city in the country today where it is not a 
problem to a fellow who is making $50 a week or $60 a week, with 
four or five children. He just is not getting by. He cannot get by. 


van he? 

Secretary Brs nNnaAN. He is have more trouble. 

Mr. Foearry. He is not existing. 

Secretary Brannan. That $50 buys a lot less. 

Mr. Focarry. There are millions of workers in this country who 
are under that $50 bracket. I do not know the exact figure, but it 
runs into the millions that are not making over $50 a week. 

Secretary Brannan. Yes. 

Mr. Foearry. That is a tough problem. When they see the cost 
of hamburger and eggs and milk going up week after week, it is a 
pretty tough situation for them to face. 

Secretary Brannan. Mr. Fogarty. nobody defends it. We cer 
tainly do not say that that is a desirable thing at all. 

TI can only make two comments about that. It has always seemed 
to us that the greatest contribution we could make to the solution of 
that kind of problem was to help the American farmer to increase 
his production and increase it efficiently. By that process there can 
be some stability brought into the market place in many of the things 
that people need to eat. 

May I also point out again. though I am sure you saw it in the 
statement which we issued a short time back, the example of bread. 
If the people in your district pay 15 cents or 18 cents or 20 cents 
a loaf for bread, only about 224 cents of that price, whatever it was, 
went to the farmer. All of the rest of it came out of the processes 
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after the wheat left the farmer’s bin or left his truck at the elevator. 
Therefore, that points up the fact that the solution of the problem 
does not lie exclusively at the producer’s end of the production and 
sales cycle. 

As you remember, we pointed out that the shirt you have on cost 
$4 or $5, whatever you paid for it. 

Mr. Focarry. Yes. 

Secretary Brannon. The farmer got 30 cents for the cotton in it. 
All the rest of it has gone into the heey or selling. Therefore, 
comparing 30 cents as against, let us say, $4.50 for a shirt, means that 
less than 10 percent of the whole cost to’ you was paid to the farmer. 

Therefore, if you were trying to rectify the problem you would 
direct your efforts not only to the 10 percent but to the whole scale of 
the other 90 percent. 

Mr. Focarry. I realize that. 

Just before you started to make your explanation I was going to ask 
you if you had ever made a survey, which I knew you had. 

Suppose that a local bread sells for 20 cents in Rhode Island, and 
the farmer, where that originates, gets 3 cents. Who gets the largest 
percentage of markup along that line? 

Secretary Brannan. W ell, sir, I do not think a completely satis- 
factory margin study ‘of that Siac has ever been made. Margin 
studies have been made, but I do not think that we are prepared to 
answer that question in the kind of detail that I think you would 
like to have it answered in. May I ask Mr. Newell on that? 

Have we ever made a margin study which would answer -that 
question ? 

Mr. Newewt. I do not think we have. I do not have one here. 

Secretary Brannan. As a matter of fact, margin studies of that 
character have been authorized several times, but actually never really 
undertaken completely. 

Mr. Focarry. Why have they not been taken up completely ? 

Secretary Brannan. Well, the determin: ation of whether they would 
or would not was not altogether in the Department of Agriculture. 
Specific records are hard to get. 

Mr. Focarry. Whtre was it? 

Secretary Brannan. In the Congress. 

Mr. Fogarry. A survey was going to be made by a congressional 
committee, you mean ¢ 

Secretary Brannan. Iam referring specifically to an occasion when 
I think $30,000 was made available to the committee of which Mr. 
Fulmer was chairman, for investigating marketing costs. 

Mr. Focarry. The reason I brought “that up is ‘because I was on a 
committee here 3 or 4 years ago, and we were talking about the same 
problem with regard to eggs. I believe Mr. Andersen of Minnesota, 
was on the committee with me at the time, and he went into this 
subject with someone whose name I cannot think of now. Mr. Ander- 
sen was of the opinion that a survey should be made to show just who 
gets that large percentage of the mark-up along the line. He quoted 
how much he received for eggs out in Minnesota, and how much they 
were selling for in New York or Boston. 

Secretary Brannan. Yes. 





Mr. Focarry. I think that would be a help to the consuming public, 
if that could be pointed out. It is not doing any good to show that 
the farmer is getting only 2.71 cents out of a loaf of bread that costs 
20 cents. The people want to know who is making that 5 cents or 
6 cents on that one item. 

Secretary Brannan. Yes. 

Mr. Foearry. I think that might help to straighten out this diffi- 
culty between the consumer and the producer. 

I believe everybody wants to see the farmer get a fair share for 
the things he produces, and at the same time they would like to see the 
consumer get a fair shake for the thing that he buys. 

Secretary Brannan. And I think the farmer believes that. 

Mr. Focarry. The differential is creating a bad feeling. 

I have always supported every farm program in the 11 years I have 
been here, even though I come from a consuming district, because | 
have lived on a farm all of my life and still live on that same farm. 
I know there is a terrific problem, and that they have to be given 
some consideration. However, in the last 2 or 3 years, with these 
prices continually rising and people I know of personally going in the 
hole in some of these larger cities in the country, they are beginning to 
wonder. Many of them are not even living, especially if they have 
large families. They are beginning to ask these questions, “Who is 
making the profit? If the farmer is not making it, who is? They 
are asking that question, and we ought to find out some way or an- 
other. I should think your agency would be the agency to make that 
determination, and that you would have all the facts within your 
agency to make it. 

Secretary Brannan. Well, Mr. Fogarty, if we are directed by the 
Congress to do so, we would make our contribution to the study. 
Such a study must also include transportation and many other such 
factors. 

The egg problem is partly a transportation problem. There is no 
necessary blame on anybody about the differential between eggs in the 
Midwest and eggs in New York City. 

Mr. Cannon. Off the record. 

(Discussion off the record. ) 

Mr. Focarry. I know they were all contributing factors, but some- 
day I would like to see some sort of breakdown to show every step 
along the line where these increases are given, and who gets the ad- 
vantage of them. The storekeeper says he cannot make a cent or 2 
cents on a dozen eggs. I do not know whether he is telling the truth 
or not. 

Mr. Wurrren. I wonder if you would permit me to interrupt. 

Mr. FoGarry. Surely. 

Mr. Wurrren. The part that the farmer makes in the sale and 
processing that might be termed primary, in connection with agri- 
cultural products, is under the Department of Agriculture, and the 
Department comes in close touch with it. However, from that point 
on, though we should not give up the study because it does not come 
clearly before them, the Department of Agriculture is certainly in 
no better shape to make the study than any other department. I agree 
thoroughly that the study should be made so that we can understand. 

If you will permit me to say so, since you come from a consumers’ 
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district and I come from an agricultural district, with regard to these 
support prices I do not question at all that it would be well for the 
record to show that the price at which the Government says it will 
support is far below the prevailing prices. 

I do want to make the point that the prevailing prices now are way 
ahead of the support prices, and the present price is not the result of 
the support price, because those are much lower. 

Secretary BRANNAN. That is certainly correct, Mr. Whitten. 

Mr. Focarry. But the price of hogs at the present time is selling 
at the parity price. 

Secretary Brannan. In the neighborhood of parity. 

Mr. Focarry. Just about parity. 

Secretary Brannan. They will fluctuate a dollar and a half in a 
week. 

Mr. Focarry. Yes. 

Secretary Brannan. Above and below. They are selling around 
100 percent of parity, but there is no support price on hogs. You 
see, it is not the support price that keeps them up. It is something 
else. 

Mr. Focarry. I realize that. It is the demand. 

Secretary Brannan. Yes, sir. 

Mr. Focarry. The same thing is true on the price of labor. That 
is what increases the price of labor, the demand for labor. 

Secretary Brannan. That is right, sir. 

Mr. Focarry. I find in these cities it is getting more difficult yea 
after year for people over the age of 45 to get jobs i in industry or in 
the public utilities, because of the physical examinations and all these 
other things that they have to go through. I do know that there is 
al shortage « of farm labor. 

Has there ever been any over-all study made by the Department of 
Agriculture as to educating the people in that age bracket, say from 
45 to 60, of the possibility of working on farms? Has any kind of 
educational program ever been developed by your Department ¢ 

Secretary Brannan. Mr. Fogarty, there has not been. Up until 
the emergency arose, there appeared to be enough agricultural labor, 
except for seasonal peaks here and there, and usually they were fairly 
well met. Since that time, this group, I suppose, has been called more 
and more back into some kind of defense operation. That is probably 
not into the agricultural sections, because the labor out there is pretty 
strenuous. The seasonal type of labor, particularly, is strenuous. 


IMPORT LABOR 


Mr. Focarry. That is why you are making these arrangements 
now for Mexican labor and Puerto Rican labor? 
Secretary Brannan. That is right. 
Mr. Focarry. For that strenuous type of labor? 
Secretary Brannan. Yes, sir. 


RELATIONSHIP WITH DEPARTMENT OF LABOR 


Mr. Focarry. There is one final question IT have. We have in the 
De partment of Labor, under the Bureau of Employment Security, an 
appropriation for these migratory farm workers. Has the liaison be- 
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tween the Bureau of Employment Security and the Department o| 
Agriculture been handled to your satisfaction, since that program ha- 
been in the Department of Labor? 

Secretary Brannan. I would say “Yes.” I personally have noi 
heard of any differences or conflict. 

I say to you very vigorously that I have a most high regard for 
Maurice Tobin, and he and I, whenever we have had a problem, have 
sat down and been able to figure it out without any trouble. I antici 
pate we would do that on any future problem. 

Mr. Focarry. We have had no complaints in our Subcommittee on 
Appropriations for that agency, but I thought I would ask you for 
the record here. We are appropriating $500,000 this year, 1 think, 
for that purpose, and [ think they are coming in and asking for ad 
ditional money because of the problem they are facing at the present 
time. 

Secretary Brannan. Yes. 

Mr. Fogarty. It was testified 3 or 4 weeks ago before our commit- 
tee that this problem was getting worse because of the emergency. 
They are not only going to take Mexicans but they are trying to make 
arrangements to take Puerto Ricans, too, I believe. 

Secretary Brannan. [am sure that is under discussion; yes. 

Mr. Focarry. Thank you. 

Secretary BRANNAN. We did use them before. We used Bahamans 
and a number of people out of the islands, as well as the Mexicans. 

Mr. Foearry. Thank you. 

Mr. Cannon. Mr. Taber? 


SuppLy AND Propucrion or AGRICULTURAL Propucts 


Mr. Taper. I wonder if I could get a little information. I wonder 
if you could give me the storage of wheat in June 1940, 

Secretary Brannan. The stocks of wheat on hand in 1940 in the 
United States? 

Mr. Taser. Right. 

Secretary Brannan. I doubt if we can do that right here, but we 
can supply that for the record. 

(The information requested is as follows:) 

The estimated carry-over of old-crop wheat was 280,000,000 bushels as of 
June 30, 1940. 

Secretary Brannan. You understand, Mr. Taber, that we would 
have to go to the trade for that kind of figure. We went to the trade 
in the first instance for that kind of figure. 

Mr. Taper. You have a record of the storage in the Commodity 
Credit Corporation ? 

Secretary Brannan. Yes, sir. 

Mr. Taper. Ownership ? 

Secretary Brannan. Yes, sir. Do you want to confine it to the 
Commodity Credit Corporation stocks ? 

Mr. Taner. No. Was this 450 million bushels that you had last 
June the over-all figure in this country ? 
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Secretary Brannan. Yes. We had a 420-million bushel wheat 
carry-over last June. 
Mr. Taser. Or was it just the Commodity Credit Corporation item ? 
Secretary Brannan. That was the June inventory figure in the 
country. Part of it was in. the Commodity Credit Corporation pos- 
session, either in ownership or as security to loan. 
Mr. Taser. It was there, anyway. It was in existence in this 
country ¢ 
Secretary Brannan. That is the total; yes, sir. 
Mr. Taper. Can you give me information on that, putting it in one 
table, so that the whole thing shows’ Give me that same figure for 
a comparable date in 1940. 
Secretary Brannan. You mean 1950? 
Mr. Taper. No; I mean 1940. 
Secretary Brannan. 1940 is the year you asked for. 
Mr. Taser. That is what I have just asked for. 
nit Secretary Brannan. All right. 
ney. Mr. Taper. And 1948, 1949, 1950, and 1951. 
rake Secretary Brannan. Yes, sir. 
Mr. Taper. 1951 would be an estimate. 
Secretary Brannan. Yes, and probably not worth much, but we 
will give itto you. We will guess with you on any of them. 
dalis Mr. Taser. All right. 
: (The information requested is as follows :) 


Carry-over of wheat as of June 30 Bushels 


...__._.. 280, 000, 000 
196, 000, 000 
308, 000, COO 


= ae as ac __._ 420, 000, 000 
1951 (estimated) . at's Ye 450, 000, 000 


Mr. Taper. Can you give me your present estimate of the wheat 
production for this year? 

Secretary Brannan. Well, we are shooting at a production some- 
where around 1,150,000,000 bushels, assuming average yields. 

Mr. Newetx. The present figure is 1,026,755,000. That was the 
1950 production. 

Secretary Brannan. He wants an estimate of next year. 

Mr. Taser. This coming season. 

Secretary Brannan. I would say we are shooting at the area of 
1,150,000,000 bushels production and a total supply, including carry- 
over, around 1,600,000,000 bushels. 

Mr. Taner. Of course, vou have some idea of what the winter wheat 
is in the ground. You cannot tell anything about the other figure 
vet, of course, as to the planting? 

Secretary Brannan. No. Part of it is planted. 

Mr. Taser. But not too much. 

Secretary Brannan. Well over half of it is planted, for this 
coming crop. 

Mr. Taner. The winter wheat? 

Secretary BRANNAN. Yes. 

Mr. Taper. But the other wheat is not planted at all? 
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Secretary Brannan. The spring wheat is not planted. 

Mr. Taser. The indications for the winter wheat are that that 
would produce 758,000,000 bushels ? 

Secretary Brannan. That is right. Perhaps even more than that. 


CORN AND COTTON 


Mr. Taper. Can you give me those figures for corn and for cotton 
which I asked for with regard to wheat, for 1940, 1948, 1949, 1950, 
1951, both as to corn and cotton ? 

Secretary Brannan. Yes; we can. 

Mr. Taser. The quantity on hand in this country 

Secretary BRannaAN. Yes, sir; we can. 

(The information requested is as follows :) 

Carry-over of corn as of Oct. 1: 
EO ios conan reed awe Son SINE, <b RO) 
_ 125, 000, 000 
§25, 000, 000 


1950 aI Nain ' < : ; : 859, 000, 000 
1951 (estimated) —_- ate ee EUS : 500, 000, 000 
Carry-over of cotton as of Aug 


1948 __ ara soliillacked ---- 2,991, 000 
es ebeisaetsagh eae’ f 5, 218, 000 
_. Jor DER EMO ese i 6, 749, 000 
1951 (estimated) —__ 3 : _.. 2,500, 000 
Mr. Taner. I will not ask a separate question for each one. 
Secretary Brannan. For 1951 it would be objective. 
Mr. Taper. It would be the objective / 
Secretary Brannan. It would be objective; ves. 


PRESENT SITUATION 


Mr. Taper. Of course, when the Korean business started you would 
not have much of anything involved in the harvest, except a little 
of the wheat down in Texas, and maybe Oklahoma and California, 
or something like that. ‘There would not be much of it comparatively. 

Secretary Brannan. You mean at the outbreak of Korea, as to the 
wheat on hand ¢ 

Mr. Taner. Yes; there would not be much of the new crop involved 
in that. 

Secretary Brannan. No; but, of course, that is all in and we know 
exactly what that is. 

Mr. Taper. What is harvested you know about ¢ 

Secretary Brannan. It is all harvested. The 1950 crop is all 
harvested. 

Mr. Taser. Presently, yes; but it was not when the Korean business 
broke. 

Secretray Brannan. No; but it was all planted. 


110GS 


Mr. Taper. Surely. Can you give me some information on your 
livestock picture? You told us you figured there were 101 million 
hogs ¢ 

Secretary Brannan. Which might come to market next year. 
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Mr. Taser. You mean this coming current year? 

Secretary BRANNAN. Yes, sir; 1951. 

Mr. Taser. As against 83 million in 1947. What was that figure in 
1940 ¢ 

Secretary BRANNAN. Can you give us that now, Mr. Newell? 

Mr. Newer. The number on farms; is that what you want / 

Mr. Taser. I want the comparable figure to the 83 million in 1947 
and the 101 million for 1951. If that was on farms, all right. I pre- 
sume it would have to be. There is not any storage of hogs, like 
wheat. 

Mr. Newext. I only have here, Mr. Taber, the number on farms as 
of January I by years. I can go back to 1940. 

Mr. Taser. Yes. What do you have there for 1940? 

Mr. Newent. We have 61,200,000, 

Mr. Taser. What was it in 1947? 

Mr. Newe tt. For 1947 it was 56,900,000. 

Mr. Taser. But the 83 million was the figure of production in 
1947; is that right ? 

Mr. Neweii. Well, I think that is the pig crop for 1946. The 
slaughter in 1947 was 75,000,000 in round numbers, in 1940 about 
78,000,000 and the estimated slaughter for 1951 is about 85,000,000. 

Secretary Brannan. Yes, sir. 

Mr. Neweti. That was the slaughter. The number on farms is an 
inventory figure as of the Ist of January. 

Mr. Taper. I want the slaughter figure for 1940. You have given 
the slaughter figure for 1947 and the estimate for 1951. 

Secretary Brannan. Mr. Taber, if I may say so a slaughter figure 
seems to me to be much more useful for your purposes. 

Mr. ‘Taser. That is what I had in mind. 

Secretary Brannan. Because, you see, hogs on the farm will in- 
clude a tremendous number of sows. If you consider hogs on the 
farm, you must break that down into sows, first of ail, to be able to 
tell what you are going to get next year. 


BEEF CATTLE 


Mr. Taper. Surely. What can you tell me about the beef-cattle 
picture ? 

Secretary Brannan. I think we have those figures right here. 

Mr. Neweiu. We can give you the number on farms. 

Mr. Taner. You cannot give me the slaughter ¢ 

Mr. Newett. I can get that, but I am afraid I do not have that in 
this book. 

Secretary Brannan. There will be 1 or 2 years which will not be 
very accurate, the black-market years. 

Mr. Newetx. I can give you the slaughter, Mr. Taber, for the 
record. 

Mr. Taper. There was not any black market in 1940, to speak of ? 

Mr. Newe tu. No. 

Mr. Taser. And there was not any to speak of in 1947 and not any 
to speak of in 1950? 

Secretary Brannan. That is right. 

Mr. Taser. Just give me those years. 

Mr. Newetn. Of cattle on farms? 
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Mr. Taper. I meant the beef cattle on the farms; yes. 

Mr. Newe... I will have to take that off, because I can give you 
the total cattle, all cattle on farms for the last 3 years at an average, 
for 1940 to 1949. I can supply that figure. 

Mr. Taser. Supply the figure in this table of the slaughter of bee: 
for 1940, 1947, 1950, and your estimate for 1951. 

Mr. Newewt. All right, sir. 

(The information requested is as follows :) 

Slaughter of beef : Head 


1940 —- sain male agin ee Se a Cie) 

} 22, 400, 000 
a 18, 600, 000 
Estimate for 1951 : 19, 300, 000 


COTTON 


Mr. Taser. Cotton production was quite a low figure last year? 
Secretary BRANNAN. Yes, sir; just a little short of 10 million bales. 
Mr. Taser. That is the lowest in quite a spell? 

Secretary Brannan. Yes, it is. 

Mr. Taser. Do you estimate a higher figure for this year? 
Secretary Brannan. We have an objective of 16 million bales. 


FLAX 


Mr. Taser. The flax is not a big item: is it? You do not raise 
much fiber outside of that in this country; do you? 

Secretary BranNAN. We do not raise very much, if any, flax for 
fiber anyhow. 

Mr. Taper. You do not? 

Secretary Brannan. That is an oil crop. 

Mr. Taser. I see. 

Secretary Brannan. The flax grown is an entirely different variety. 


DEMAND FOR AGRICULTURAL PRODUCTS 


Mr. Taser. You had some discussion here this morning about when 
military programs were cut back, intimating that there would be 
a slack demand for agricultural products. The history was, as we 
got away from the war production in 1945 and 1946, that as those 
programs were cut back the production for domestic consumption 
went back to its normal, when the controls were taken off, and these 
people had plenty of work and bought about the same quantity of 
agricultural production that they had bought before. That is true: 
is it not ? 

Secretary Brannan. Yes, sir. As a matter of fact, they probably 
bought a little more, because there was more available and the em- 
ployment continued to increase. 

I certainly do not want to leave the impression with this Com- 
mittee that I am predicting if production of a war type is curtailed 
drastically that it would have an immediate impact on agriculture. 
It sometimes has, in previous circumstances, and it sometimes has 
not. 

I certainly share Mr. Kirwan’s hope and optimistic point of view 
that we would continue to run along at a strong and healthy economy. 









VOu 


igre, 


yee Tt 


vd 

~ OOO 
1, 000 
, OOO 
}, 000 


par é 
ales. 


ra i se 


- for 


lety. 


when 
d be 
s we 
‘hose 
ation 
these 
ty of 
true: 


yably 
> em- 


Com- 
ailed 
ture. 
s has 


. 


view 


1omy. 


317 





















Mr. Taser. So long as we have controls on and are slacking up on 
our production of these metal creations such as automobiles and re- 
frigerators and all that sort of thing it creates an automatic short- 
age that was not at all comparable to anything that occurred in the 
period after the first war; is that not so/ 

Secretary Brannan. Mr. Taber, I think generally it probably is. 

Mr. Taper. Yes. ; 

Secretary Brannan. There are many other factors which are not 
alike this time, either. 

Mr. Taper. Surely. 

Secretary Brannan. I imagine the average age of the automobiles 
when we started manufacturing them again after World War IT was 
probably about 6 years, if I remember the estimate. The average age 
of automobiles on the road today is probably about 3 years. 

Mr. Taper. I think it would be more. We would not have to be 
under controls a great while before it would get back to six. 

Secretary BRANNAN. We would not have to be in an emergency very 
long before it would get back to six. It is not the controls, but it is 
the emergency which causes that kind of a situation to arise. 

Mr. Taper. Yes. 

Secretary Brannan. I do not think we would be applying any 
controls if there were not an emergency. 























DETAILS OF ESTIMATE 


Mr. Taser. As I understand it, they are going to take up these 
details later. I do not know that I have a great many more questions 
= right now. 
; Secretary Brannan. All the members of the Department in whose 
bureaus or divisions these fall are here. 

Mr. Taper. We will have an opportunity to question each one of 
them on the dollar figures that they are asking for here. 
bs Secretary Brannan. They are here for that purpose now. If you 
* would rather have them come back it is all right. 
Be Mr. Kirwan. The method they have been using is that after the 
Secretary makes his statement and answers questions they have taken 
up the Department representatives. 

Secretary Brannan. All right. 

Mr. Taser. That is all I have at the moment. 
Mr. Kirwan. Mr. Wigglesworth ¢ 








PRESENT PROGRAM 


Mr. Wicetesworrn. Mr. Secretary, I note you state in your presen- 
tation that even in normal peacetime many of the programs of the 
Department of Agriculture are in a sense defense work and also that 
most day-by-day peacetime tasks of the Department are the same 
tasks that are essential now for security and stability. 

Secretary Brannan. Yes, sir. 









APPROPRIATIONS 


Mr. Wiccieswortu. You are, as I understand it, asking for $1,485,- 
000 on top of $4,325,000 which you have already had for defense pro- 
duction work. For what period have you been operating in this field ? 
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Secretary Brannan. We have been operating in this field sinc 
Korea. 

Mr. Rozerts. The defense production funds came to us in Octobe: 
The estimate which is before this committee now is for the fourt 
quarter. 

Mr. Wicetesworrn. In other words, you have had for the period o 
October to June, inclusive, 9 months, if this request is allowed, a tot; 
of $5,810,000 ¢ 

Mr. Ronerrs. Yes, sir. 

Mr. Wiceteswortu. Which is roughly $7,700,000 on a 12-mont 
basis. 

Mr. Roserts. There is in this estimate, Mr. Wigglesworth, abo. 
$2,700,000 for a one-time job of getting the production guides into th 
field before planting in 1951. That cost should not be projected on a 
annual basis. 

Mr. WiceLeswortu. In other words, do you expect to operate on 
decreased basis after July 1, 1951? 

Mr. Roserrs. About the same level, I would say, assuming the san 
conditions in 1952, as the fourth quarter level for 1951. 

Mr. Wiceteswortn. Around $6 million? 

Mr. Roperts. That is correct, sir. 


, 


PERSON NEL 


Mr. Wiceiesworrn. You hope to have, in addition to your norm: 
force of personnel, 737 as of July 1 next, having already picked 1 
about 577. 

Mr. Roserrs. I am not sure that I understand your question, si 
Oh, I see your point, Mr. Wigglesworth. Yes; we have 577 under cu 
rent employment. 

Mr. WicGieswortn. How many have you on your regular for 
of the Department, outside of this defense set-up ? 

Secretary Brannan. Sixty-thousand-some. 

Mr. Wiactesworrn. Sixty thousand? 

Secretary Brannan. It is sixty-thousand-some. We will give y 
the exact figure in a moment. 

Mr. Roserts. I think it is around 58,000 as of the end of Januai 
That includes Washington and the field. 


OVER-ALL APPROPRIATIONS 


Mr. Wigcteswortn. Your over-all appropriation for fiscal 19. 
for normal activities is how much ? 

Mr. Roserrs. I can give you the figure of the total full-time e: 
ployment, Mr. Wigglesworth. As of the end of January 1951, it w 
58,157. The 1951 appropriations are roughly $863 million. 


USE OF FUNDS FOR DEFENSE PURPOSES 


Mr. WiceiteswortH. You state on page 5 of your justification th 
authority is lacking in some instances for use of the Departmen 
regular appropriations for new defense purposes. To what exte 
does the $1,485,000 for which you are asking here and the $5,810,0 
that you will have had for the last 9 months of fiscal 1951 fall wit] 
that category ? 
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Secretary Brannan. Mr. Wigglesworth, the funds which we seek 
here are for the purpose of carrying out the assignments given to the 
Department under the Defense Production Act, for which there are 
not any other funds available. Therefore, this whole sum is for carry- 
ing out the purposes under the Defense Production Act for which we 
do not have any other funds. 

Mr. Wiceiesworru. As you interpret the law, you are prohibited 
from using any portion of your funds made available for your regu- 
lar activities in fiscal 1951 for the purposes for which you are asking 
$1,485,000 now and for which you will have used $5,810,000 during 
the last 9 months of fiscal 1951? 

Secretary Brannan. That is generally correct, sir. 

Mr. WicGLeswortH. You say it is generally correct. Is it correct 
100 percent; or, if not, to what extent is it correct ? 

Secretary Brannan. Well, I will say it is correct, sir. I want to 
make it clear, however, that much work which contributes to the de- 
fense effort, or the present defense mobilization effort, was performed 
during this same time with funds which had been appropriated to the 
Department and with facilities and with personnel with which the 
Department is normally equipped. In other words, much of the work 
which we will do with these funds must be built up and rest upon 
the fact that other work has been and is continuing to be done on 
regular funds. 

May I give you an example, applicable to all the activities, about 
crop reporting? We will carry on the usual crop-reporting activities 
of the Department under our normal type of operation and under our 
normal funds, but there will be additional types of information and 
different organizations of that material required under the Defense 
Production Act or required by the agencies with which we are work- 
ing under the Defense Production Act for which we need some addi- 
tional funds. 

Mr. Wicceteswortu. Those are activities which you have specified 
in a general way in your justification and which will be taken up in 
more detail with the heads of the subdivisions involved ¢ 

Secretary Brannan. That is correct, sir. 

Mr. Wiecieswortu. Have you had any legal opinion on the ques- 
tion of whether or not regular funds are available for the defense 
purposes which we are now talking about? 

Secretary BRANNAN. We have had an informal opinion. It seems 
so obvious and clear to us that we have not seriously thought it was a 
problem about which you would need a great deal of legal study. 

Mr. Wicereswortu. The answer, I take it, then, is “No”? 

Secretary Brannan. No; the answer is in the affirmative. We have 
discussed this problem with our Solicitor. 

Mr. WiecteswortH. Has he rendered an opinion on it? 

Secretary Brannan. No sir; not a written opinion. The Depart- 
ment of Agriculture as you are well aware has been very careful 
always to respect the definition and the identification of funds appro- 
priated to it. That has been a long-standing tradition of Mr. Jump 
when he was our Budget Officer and Finance Director and it is of Mr. 
Roberts and the rest of us who are carrying on now. The integrity of 
the appropriation has been watched carefully. 

80820—51—pt. 121 





320 


Mr. Roserts. There was an opinion Mr. Secretary that the Solicitor 
rendered on the use of acreage allotment and marketing quota funds 
for the production guide’s work. We went into that very carefully 
with the Solicitor’s Office. Mr. Bucy may have some further com- 
ment on it. 

Mr. Bucy. That was an informal opinion. There has been no 
formal opinion but it was taken up and a rough memorandum pre- 
pared on this particular point setting forth that those funds were not 
available for this purpose because of the nature of the language in 
the appropriation item that they were appropriated for that particu- 
lar purpose. Then we go over to title XXXI of the code, which pro- 
vides that they must be used solely for the object for which they were 
appropriated. 

The Defense Production Act does not have an enabling authority 
that allows us to use other funds appropriated for other purposes 
which would overcome that general restriction aaginst such diversion 
of funds to a purpose other than that for which they were appro- 
priated. 

Mr. Wiaciesworru. But the Secretary has already stated that 
most of the peacetime tasks of the Department are the same tasks 
that are now essential or more essential than ever to security and 
stability. 

Secretary Brannan. And there is no conflict between that and 
what Mr. Bucy has just said. 

Mr. WiccieswortH. I take it that there has been no written opinion. 
You have had some informal discussion with Solicitor’s Office. 

Secertary BRanNAN. That is right. 

Mr. WicciesworrH. And in the light of that discussion you feel you 
have gone as far as the law will allow in making regular funds 
available for the functions that we are discussing at this time? 

Secertary BRANNAN. We do sir. 

Mr. WicetrswortH. Most of this request seems to be for the pur- 
poses of the Production and Marketing Administration. 

Secretary Brannan. That is right sir; 85 percent. 


WORK OF EXTENSION SERVICE 


Mr. WiceLtreswortH. Without going into the detail of that which we 
will do in a moment I want to ask if it is not a fact that your 
Extension Service does a great deal of the work in the field which is 
required by this Production and Marketing Administration ? 

Secretary Brannan. That is not correct, sir. They have a full-time 
job in educational and extension work ; furthermore, as you well know, 
they are not responsible directly to the Department of Agriculture. 

Mr. Taner. But they do work, do they not, most of the time on this 
priority business, an important part of the work? 

Secretary Brannan. No, sir; they do not. 

Mr. Taper. Out in the field? 

Secretary Brannon. No; they do not, sir. I was in the field the 
last time this began. It is disagreeable work, and we found it desirable 
to do it through the operating agencies. 

Mr. Taser. They do it in all my counties. 

Secretary Brannan. Perhaps so, but I was in the field during that 
time too, and that was not generally the case. 
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Mr. Ropers. There is no money in this estimate for any work at 
all at either the State or county level. 

Mr. WiccLeswortH. You mean it is all at the departmental level ? 

Mr. Roserts. You will probably want to get into this detail when 
you start on the PMA estimate; but there are only 39 field people in 
this estimate, for the work of pulling together the data and the infor- 
mation necessary to present agriculture’s needs to NPA. 

Mr. Wiccteswortu. I think I will defer further questions, Mr. 
Chairman, until we get to the separate items. 

Mr. Wuarrren. All right, Mr. Davis. 


REQUISITIONING PROGRAM 


Mr. Davis. Generally speaking, Mr. Secretary, can you tell me a 
little bit on how far your thinking and planning has progressed on 
the requisitioning program for fertilizers, foods, and equipment and 
things of that kind 

Secretary Brannan. Mr. Davis, we prepared and submitted to Mr. 
Harrison’s office soon after Korea preliminary estimates of what we 
thought Agriculture’s needs would be for the coming year, and gen- 
erally what they might be down the road ahead. As I have said before 
today we are documenting that to a considerable extent in order to 
present it in as detailed form as it is necessary to aid both the claimant, 
and to aid in the distribution job. 

The balance of our work has been, I might term it, an educational 
job. 

A new group of people have come into the distribution branch of 
the Government under the Defense Production Act, many of whom 
are not very familiar with agriculture and its relation to the balance 
of the economy. We have spent some time in educational work. We 
have been attempting to secure full recognition by them of the im- 
portance of the agricultural contribution that can be made. 

Mr. Davis. Your work so far has been along the line of preliminary 
planning? The actual requisitioning then will be handled through 
NPA? 

Secretary Brannan. They will make assignments on the basis of 
specific need. We anticipate that those needs are going to be fairly 
large. For example, we will try to get them to allocate enough steel 
to build one, two, or three more fertilizer plants. There are six addi- 
tional fertilizer plants now under consideration. 

We will also be pressing them to allocate steel to some farm- 
machinery concerns that are now denied steel, or may be as the war 
industries or the military industries or the hardware war begins to 
make more demands on steel. 

In the field of fertilizer there will have to be a continuing diversion 
of sulfur, nitrogen, and some other chemicals for the production of 
fertilizer, and we are preparing to make, and are making, specific 
requests and in the aggregate right now. 

Mr. Davis. Along that same line of requisitioning. As contrasted 
to materials, switching over to manpower, about which there. has been 
quite a bit of discussion since you have been here with us today, I 
understood that your, Under Secretary had the responsibility in your 
oflice for that ? 

Secretary Brannan. Yes, sir; that is right. 
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Mr. Davis. A few days ago we had some of the other agencies here. 
I particularly recall the Defense Minerals Administration. They 
told us about having an Office of Manpower in their organization to 
go before the selective service people, and I suppose that would be to 
present their case for the miners. 

Now, quite properly, you consider that you have an interest there, 
too, as far as the agricultural labor of the country is concerned, and 
in the organizational set-ups of some of the other defense agencies 
they also have offices of manpower, all for the purpose of presenting 
their case to somebody to be sure that somebody else’s ox gets gored, to 
use the vernacular on that. I just wonder where we get with all of 
the various occupational groups having tax-paid organizations to 
present their problems to selective service headquarters. I am think- 
ing not only of selective service giving consideration to all of these 
various elements in the first place, but all of the Government agencies 
being required to do a job of that kind. 

Secretary Brannan. Well, of course, Mr. Davis, that is a broad 
administrative question. 

From my point of view the question of the proper allocation of 
manpewer is one which is of sufficient importance, of overwhelming 
importance, to the successful operation of this economy to warrant 
that. 

Asa matter of fact, it will probably turn out to be our No. 1 problem 
as we move into the several years ahead, and that a considerable num- 
ber of people may have to be concerned with it from here on out. 

A second phase of the reply might be, do you put all of these people 
under General Hershey, do you give him an agricultural section, a 
mining section, a textile section and a defense-plants section and let 
him staff a great big outfit, or do you take some of the people who are 
now in the existing agencies, who have the background and experience 
upon which to work, and augment them, where necessary, with some 
small additional help to make out the detailed case ¢ 

Somewhere a very effective and efficient job must be done on the 
manpower problem, on the steel problem and all of the rest of the 
problems, and it is going to take a lot of people to do it. 

So, in the final analysis, it is a question of the distribution of the 
people, and it seems to me that it is far more eflicient to take the 
Under Secretary of Agriculture, together with the people of the Pro- 
duction and Marketing Administration who have been traditionally 
concerned with agricultural-labor problems, seasonal problems, and 
many other phases of the agricultural-labor situation and let them 
develop a case from that point of view rather than put them on the 
staff in General Hershey’s oflice. I do not think you can do it without 
some able people working on the job. 

Mr. Davis. I appreciate that it is an over-all problem, and I do ap- 
preciate your comments on it, Mr. Secretary. It also bears on the 
position that the farmer finds himself in with respect to other portions 
of the economy. Everybody else is organized, and he has to be, and 
therefore, in your position you have to have a manpower division to 
protect the rights of the people in your industry, which is agriculture, 
as compared to the various other available sources of manpower. 

Secretary Brannan. Yes, sir; that is right.’ 
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ONE 





ABLE-BODIED MAN PER FARM UNIT 


Mr. Davis. Did I interpret your position correctly this morning, Mr. 
Secretary, to be that you feel that one able-bodied man per farm unit, 
roughly speaking, represents the proper standard for the status of 
agricultural manpower ? 

Secretary Brannan. It is one of the criteria, but, of course, the 
able-bodied man with sufficient managerial ability must also be coupled 
up With a farm that is capable of utilizing his full efforts. In other 
words, you would not say defer a man with managerial ability to run 
a Wheat farm of 5 acres or to run a cotton farm of 2 or 3 or 4 acres. 
So, the size of the farm and the potential productivity of the farm is 
another one of the criteria and, of course, the ultimate criterion really 
is whether the removal of this man would prevent that farm from 
operating efficiently. That is your basic criterion. Maybe you can 
take the one managerial man off the farm when next door to it his 
brothér or his father lives who could manage both farms. So, you 
‘annot make an iron-clad or open-and-shut case on it. I think the 
wise thing to do would be to complete a set of criteria against which 
you could apply the bulk of the cases, and as to the specific cases judge 
them accordingly. That is what we are attempting to do with General 
Hershey and with our own staff. 

Mr. Davis. I note that as far as your Department is concerned there 
has been no superimposing of new agencies on top of existing agencies 
within your Department, that your existing agencies are handling 
all of this additional defense work, except that you are creating some 
new offices within some of those agencies to handle specific defense 
problems. 

Secretary Brannan. Yes, sir; that is correct, and we are very proud 
of that fact, and I say to you we do it with considerable risk, because 
I am sure if we were to come out with a big war agency of some kind 
that the situation before the Civil Service Commission, the Bureau of 
the Budget, and other places might be easier, because being a war 
agency helps to open the door. But we are willing to take our chances 
and try to do the job as efficiently as we can with what we have, because 
we think the tough job is manpower. 

Mr. Davis. I was speaking in approval in every way when I did 
mention that. I think it is very good that you are doing it that way. 

Along the line of the shifting over, I would like to just get your 
comments on the additional personnel in addition to the shift in per- 
sonnel. For instance, just take some of these specific cases, in the 
Office of Foreign Agricultural Relations, in the Bureau of Agricul- 
tural Economics, in the Office of Information and in the Office of Re- 
quirements and Allocation, it seems to me that their normal everyday 
duties would require them to have available for your use up-to-date 
information, It seems to me there that the only thing that would hap- 
pen would be a change or a diversion of personnel within that par- 
ticular office or agency to a different type of work. 

I am not quite sure that I understand the necessity for doing more 
than that, that is, adding additional new personnel who, because they 
are unable to compare this new situation with the old may not. be of 
too much use to you. 

Secretary BRANNAN. Let me say this, first of all that we are taking 
existing personnel and redirecting their efforts. That goes on in every 
part of the Department. Already in the O. F. A. R., the problem now 
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begins to arise as to what countries overseas who are our friends now 
and are presumably going to be our friends in the future need farm 
machinery, for example. Sure, we have kept some kind of statistics 
about how much farm machinery went into a given country, but they 
have generally been from the standpoint of export trade, not in terms 
of its relationship to the production of food which we might otherwise 
have to send to that particular country. So even if we had informa- 
tion on how much machinery was going into a country, and even if 
we had information on how much fertilizer was going into a country, 
we now need to take that same information and try to project from 
it how much more they really need, and we have to find out how much 
more yield out of their country they could get. So, we add one or 
two people to our staff, and using many of the same figures, and in 
some cases getting more data to augment them, we come out with many 
new and important answers. 

Mr. Davis. Would you say that your apportioning of new personne! 
in these cases that we have been talking about would be very small 
compared to the existing personnel ¢ 

Secretary Brannan. Thus far 1 or 2 percent in the aggregate ; cer- 

tainly very small in comparison to some of the agencies that are being 
set up in other bureaus of Government. 

I would like to give you this example. In my own office there is a 
very small staff. Our function has icluded attendance at a lot of meet- 
ings, committee meetings, interagency meetings, and so forth. 

Now, Mr. Wilson has set up a new Committee on Defense Mobiliza- 
tion, Eric Johnston has a new set of special committees, and Mr. DiSalle 
has a new set of committees. And new policy problems are coming 
up every day. It just is not humanly possible for the members of my 
staff to attend all such meetings, much less get ready for them. They 
just could not be at all of the ‘places required, so we had to get in one 
or two people to cover that kind of work in the Department. 

Mr. Davis. Now, somewhat along that line, Mr. Wigglesworth 
mentioned a few minutes ago the statement that you made about 
authority being lacking to use some of the Department’s regular 
appropriations for these new defense purposes. To the extent that 
existing facilities cannot be used for the new purposes can you 
anticipate that there will be a substantial turn-back of funds in the 
regular establishment of the Agriculture Department during this 
fiscal year, comparable, to some “extent, to the new funds that are 
going to have to be appropriated because it is not legal to use the 
other appropriations for that purpose ? 

Secretary Brannan. Mr. Davis, I cannot give you detailed figures 
now. We have already indicated that we were not going to use 
certain funds because the functions for which they were actually 
appropriated will not now have to be carried out. One that comes 
to my mind immediately, of coures, is the survey work that we were 
going to do for acreage limitations and controls which, of course, 
we are not going to have to do now. 

Mr. Davis. Are those figures of record anywhere in these hearings 
we have had? 

Secretary Brannan. No; but they can be explained when you get 
to Mr. Trigg. They have been put before Mr. Whitten’s committee ; 
is not that correct, Mr. Whitten ? 

Mr. Wuirten. Yes. 
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COTTON 


Mr. Davis. This morning, in the discussion also, mention was made 
of the fact that cotton was one of the products in which there is a 
shortage rather than a surplus, and you mentioned that was a world- 
wide condition—not only a condition prevailing in the United States. 

To what extent have we been putting restrictions on cotton produc- 
tion since the end of World War IT? 

Secretary Brannan. Well, Mr. Davis, just before Korea, we were 
getting ready to ask the cotton producers of the country if they did 
not want to place an acreage limitation on cotton. None has been 
applied. Asa matter of fact in the year in which the shortage arose 
there was an appraisal below which cotton could not go, of 21,000,000 
acres, and in that year, for reasons which are not too pertinent here, 
the cotton growers only planted about 18,500,000 acres of cotton. 
Coupled with that came the very serious infestation of boll weevil, 
and as a result we had a very short crop of cotton. Even then we 
would not have been in serious condition, because we had about a 
6,000,000-bale carry-over. Then came Korea and we had the kind of 
a situation which dictates that any country with good foresight will 
probably always have a considerable carry-over of many of the basic 
commodities, cotton, corn, wheat, and some of the others. 

Mr. Davis. Your answer is, then, that there has been no Govern- 
ment restriction of cotton production in the United States since the 
end of World War II, is that correct, Mr. Secretary ? 

Secretary Brannan. Other than is in the statute. In other words, 
you could not have planted more than 27,000,000 acres under the 
statute in 1948 or 1949, and you could not have planted more than 
21,000,000 acres in 1950 because of the statute, not because of any 
action which the Department of Agriculture undertook. 

Mr. Davis. Then there are by law some compulsory acreage quotas 
that have been in effect ? 

Secretary Brannan. That is right, and there is a very specific for- 
mula in the law which tells the Department when it must go out and 
ask the farmers to vote on whether quotas should be applied. If they 
do not want them applied they are not applied. The farmers vote on 
them, but the alternative in some cases is that there will be no support. 


HEMP PRODUCTION 


Mr. Davis. Also this morning, you mentioned the fiber situation, 
and I wondered whether there are any plans with which you are 
familiar with respect to the domestic hemp production in this country ? 

Secretary Brannan. Not so much hemp as there is of canaf and two 
or three of the other fiber plants of the cactus family with which we 
are experimenting in the semitropical parts of the country. We are 
also are carrying on experiments to get the maximum production in 
South America and the Caribbean neighborhood countries. 

Mr. Davis. Here is a specific problem that came to my attention, 
which was presented to me in this way, that unless something is done 
about the production of the seed, I believe it is in Kentucky, we are 
just not going to have any domestic hemp crop in this country in the 
next few years. 

Secretary BRANNAN. You will remember that we did, I think, pro- 
duce some hemp. 
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Mr. Davis. Yes. 

Secretary Brannan. We had three or four hemp mills, I guess 
within a year. 

We are going to stimulate hemp production again, but we are 
also going to diversify cropwise, to reach for hard fibers and heavy 
fibers. 

Mr. Davis. And will that inelude specific attention to the problem 
of hemp seed production ? 

Secretary Brannan. Yes, sir. 

Mr. Davis. This morning, before lunch, under the impetus of a 
series of leading questions, I think you agreed to the fact that the 90 

ercent of parity program was set up without any rhyme or reason. 
Ts that in keeping with your belief on that? 

Secretary Brannan. I would say it was set by the Congress. 

Mr. Davis. I was just wondering whether that is a statement to 
which you subscribe, that there is no rhyme or reason to the 90 percent 
of parity-support system. 

Secretary Brannan. I am sure that everybody identifies me as one 
of the higher price-support men, and it is obvious that in some com- 
modities 90 percent of parity may not even get us the production we 
need, even if, as a matter of fact, it could be said to be fair, and there 
are areas in which it obviously is not fair. 

An area in which we will not get production with 90 percent of 
parity is the whole dairy area with which you personally are prob- 
ably quite familiar. 

Mr. Davis. Along that line there is an awful lot of difference be- 
tween saying that the farmers ought to get 100 percent of parity, 
and saying that every farmer should be guaranteed 100 percent of 
parity. 

Secretary Brannan. Well, no law guarantees the farmer anything, 
and he never has to take it, even under existing law. First of all he 
has to produce a crop, and he as to take the crop to market, and then 
he has to either take a loan on it, or offer it under the provisions of 
law for the support of that commodity. He is not guaranteed any 
return on his operations for a year in any way, shape or form. Cer- 
tain devices are provided, by means of which he can protect himself 
so as to get the best market price in his cycle of sale, and failing that 
a minimum price, which in the case of most of the commodities we 
have mentioned is 90 percent of parity. 

Mr. Davis. Thank you, Mr. Secretary; that is all. 

Mr. Cannon. Thank you, Mr. Secretary. We are greatly obliged 
to you. 

Secretary Brannan. Thank you, Mr. Chairman. 


PRODUCTION AND MARKETING ADMINISTRATION 


Mr. Cannon. We will next take up the estimates for the Produc- 
tion and Marketing Administration. Mr. Trigg is the Administra- 
tor of the Production and Marketing Administration. 

Mr. Trigg, you are asking for an additional $1,275,000 to compiete 
the requirements of your administration under the Defense Produc- 
tion Act. 

Now, will you give us briefly for the record the added duties and 
responsibilities placed on your unit under that act? 
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Mr. Triee. Yes, sir; Mr. Chairman. This additional $1,275,000 is 
requested to carry on the work of two major functions in the Produc- 
tion and Marketing Administration. One of them is “Requirements 
and allocations,” which has to do with gathering all of the facts, 
statistics, and so forth in connection with determining the require- 
ments of food and other agricultural commodities for civilian, mili- 
tary and other groups, and with dealing with other agencies of Gov- 
ernment in properly carrying out the responsibility for acting as 
claimant for food for United States civilians. 

The other one is Materials and Facilities, which has to do with 
representing the agricultural and food industries in connection with 
their requirements for farm machinery, fertilizer, insecticides, labor, 
processing equipment and other items we have been talking about 
today. 

This was brought into the Production and Marketing Administra- 
tion as a result of the Secretary’s delegation to PMA of the responsi- 
bilities for priorities and allocations that he received as a result of 
the Executive order which the President issued under the Defense 
Production Act of 1950. 


CURTAILMENT OF REGULAR ACTIVITIES OF DEPARTMENT 


Mr. Cannon. In adapting your activities to the program have 
you been able to contract, curtail, or eliminate any of the regular 
activities of the Department ? 

Mr. Trice. Yes, Mr. Chairman. We have curtailed in every pos- 
sible way and absorbed within the regular framework of the Produc- 
tion and Marketing Administration those additional responsibilities 


that have been given to us. We have added not too many new people 
to the organization. We thave transferred some within the PMA to 
defense work. Generally speaking it has been an absorption process 
within the commodity branches and staff branches that go to make up 
the basic organization of the PMA. 


EXPANSION OF FUNCTIONS 


Mr. Cannon. Have you had to expand any of your normal func- 
tions or activities in adapting yourself to the new program ? 

Mr. Trice. We have not had to expand, strictly speaking, the nor- 
mal functions. We have been able to reduce some cf the normal func- 
tions. We have had to take on work that came about as the result 
of the passage of the Defense Production Act. 


NECESSITY FOR APPROPRIATION 


Mr. Cannon. Then why do you require this money in addition to 
your regular annual appropriation ¢ 

Mr. Triec. To take care, Mr. Chairman, of this work on require- 
ments and allocation, and this work on materials and facilities, which 
is not a normal function of the Production and Marketing Adminis- 
tration. We have to do that work to carry out responsibilities dele- 
gated to us under the Defense Production Act. 

Mr. Cannon. What does your 1951 budget provide in the way of 
funds for work? ; 
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Mr. Trica. It provides, aside from program funds, about $75,000,- 
000. That is separate and aside from the administrative expense au. 
thorization for the Commodity Credit Corporation. 


PERSON NEL 


Mr. Cannon. What does it provide in the way of personnel? 

Mr. Tries. As of January 31 of this year we had 12,048 employees. 
That is both here in Washington and in the field, but excluding PMA 
committee out at the county and community levels, and at the State 
levels. 

Mr. Cannon. In addition to the amount you mentioned, you think 
you require $1,275,000 to carry out this program and you think you 
would require how much in additional personnel ? 

Mr. Triec. We have as of now a total full-time employment of 
180 people, Mr. Chairman, but as indicated a minute ago there have 
been some people taken out of our regular activities. 

Mr. Cannon. How many of those people have been recruited from 
the Department itself ? 

Mr. Trice. The people we have recruited from the outside total 
approximately 66; 35 or those people are grade 7 or below. All of 
the rest have been recruited from within the Department, and there 
are some part-time people in addition to the 180. There are about 
270 full-time equivalent working on a part-time basis. 

Mr. Cannon. You do not think it would be necessary for you to 
increase your present staff, then, during the remainder of the fiscal 
year? 

Mr. Trice. As to the total staff of PMA, I do not believe it will 
be necessary, Mr. Chairman. I think we will be able to transfer 
people from regular work to defense work if the right people are 
available. I do not mean to say by that that we will not have to go 
outside of the Department to get the right person, but I do not think 
for the rest of the fiscal year we will have to increase our total PMA 
staff. 

Mr. Cannon. You have expanded, then, to the point where no 
further accretions will be necessary in the way of personnel for the 
remainder of the fiscal year? 

Mr. Trice. Yes, sir. 


FOOD CLAIMANT 


Mr. Cannon. You are authorized to act as claimant, Mr. Trigg, 
for United States civilians in their food requirements. What duties 
devolve upon you in that capacity, and what steps have you taken 
or do you expect to take in that respect ? 


INTERAGENCY FOOD COMMITTEE 


Mr. Tries. Mr. Chairman, we began with setting up an Interagency 
Food Committee which consists of myself as Chairman, and includes 
representatives of other agencies of Government, the State Depart- 
ment, ECA, the Munitions Board, representing the Defense Establish- 
ment, and so forth. 

Now, I have the responsibility within that Committee to act as 
claimant for civilian requirements, the same as the military have 





75,000, - 
nse au- 


1? 
loyees. 
xy PMA 
e State 


a think 
nk you 


x1ent of 
re have 


d from 


le total 
All of 
d there 
» about 


you to 
e fiscal 


it will 
ransfer 
ple are 
e to go 
t think 
1PMA 


ere no 
for the 


Trigg, 
, duties 
1 taken 


agency 
neludes 
Jepart- 
‘ablish- 


act as 
y have 


329 


the responsibility for the military requirements, the Veterans’ Ad- 
ministration representatives have responsibility for the veterans’ re- 
quirements, and so forth. pte 

In connection with the civilian requirements, my job is to see that 
there is sufficient foodstuffs on hand to take care of the civilian needs 
and to make a balance between what the military forces require and 
what the civilians require. There has to be coordination in order to 
be sure that we do not have all of one type of food and none of 
another. The Secretary of Defense, or his representative, makes 
claim for the military requirements. 

Mr. Cannon. In case of a third world war, and in case of all-out 
control of food and foodstuffs, what would be your part of the pro- 
gram, and through what units would you operate? 

Mr. Trice. Of course, in the case of an all-out war, Mr. Chairman, 
it would not be a great deal different, as I see it, from what we are 
doing now, except that we would have to expand in certain areas. We 
would have to make certain that if there is any attack on this country 
there are Sufficient foodstuffs to take care of the civilian population 
and the work of the civilian defense people. That is part of the 
over-all responsibility of the Office of Defense Mobilization, but we 
would fit ourselves into the picture. We would use the same organiza- 
tion that we have now. It is our responsibility to try, working with 
other agencies in the Department of Agriculture, to try to see, No. 
one, that a sufficient quantity of food is produced, second, that it is 
processed properly, and, third, that it is distributed properly. We 
would work with the regular trade channels to see that there is made 
available sufficient machinery and the critical materials necessary for 
processing and distribution. 


RATIONING 


Mr. Cannon. In the event that extreme measures become necessary, 
and you are required to impose rationing, you would still follow that 
plan, except that you would go further ? 

Mr. Tria. As T visualize the present set-up at this time, rationing 
per se would not be the responsibility of the Department of Agricul- 
ture. It would come, I presume, under the Office of Price Stabili- 
zation. 

Mr. Cannon. Rationing would not come back to you; you would 
have no part in it? 

Mr. Trice. Yes, sir; that is as I see it now. We would expect, how- 
ever, in working with the agency, which I presume would be the 
Office of Price Stabilization, to see that things are carried out properly. 

Mr. Cannon. Rather, your purpose would be to supply food so 
effectively and efficiently and in such volume that rationing would 
not be necessary ? 

Mr. Trice. Yes, sir; that is our policy and we hope to do it. 


TAX AMORTIZATION CERTIFICATES 


Mr. Cannon. What type of industries do you expect to apply 
for tax-amortization certificates? I note the Secretary discusses 
in his opening statement the possibility of administering tax-amorti- 
zation certificates, or an acceleration of tax amortization. Would 
you have any part in such a program ? 
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Mr. Trice. Yes; we do have, Mr. Chairman. Of course, the final 
responsibility for the approval of applications for tax amortization 
is with General Harrison of the Defense Production Administration. 
It is our responsibility to recommend them for either approval or 
disapproval and to present all of the facts about any request for 
tax amortization that has to do with food. We are doing that, and 
1 think we have received as of March 1 a total of some 139, most of 
them being for grain storage, for processing facilities, and some of 
them, I think, for land development. We do ‘have and have had 
quite a bit of work to do in this field, and we will have more work 
to do undoubtedly in that connection later. 


LOANS AND LOAN GUARANTIES 


Mr. Cannon. In that connection, to what extent would you partici- 
pate in loans and loan guaranties if applications were made ? 

Mr. Trigg. The same basic set-up applies as it does to tax amorti- 
zation. We do not have the final responsibility ; it is with the Defense 
Production Administration. We have received only a few in the 
Production and Marketing Admistration. Our responsibility again 
would be to investigate thoroughly and properly and make recom- 
mendations to DPA as to whether each application should be 
approved or not approved. 

Mr. Cannon. How much would you estimate to be necessary to 
earry you through such a program to the end of the fiscal year, 
to June 30, what amount of money for loans and loan guaranties ? 

Mr. Triage. Do you mean how much we want ? 

Mr. Cannon. How much would you obligate? 

Mr. Trigg. My understanding is that it will not come out of funds 
allocated to the Department of Agriculture, but out of the $600,000,- 
000 which is available under the Defense Production Act. I think 
probably right now if we approved everything it would only amount 
to about $30,000,000, if my figures are correct on that, but until such 
time as those cases are thoroughly and adequate investigated I could 
not say what we would recommend for approval, 

Mr. Cannon. In the last war, you recall we not only had to feed 
our own people and feed our own armies, but we had to feed the armies 
of our allies, and in some instances we were compelled to feed the 
population in allied countries. What is the prospect now for our 
program extending that: far under the present circumstances, and how 
would it be increased by an all-out war ¢ 

Mr. Trice. One of the big jobs in the last war, of course, was the 
lend-lease program, under which a great deal of foodstuffs moved out 
of this country to our allies and friends of this country. 

Mr. Cannon. Who, presumably, paid us for it? 

Mr. Trice. Yes, sir. 

Now, in connection with our present responsibility in that connec- 
tion, most of the food being procured in this country at the present time 
for overseas shipment is done thr ough regular trade channels. In the 

ase of an all-out war I would assume that it would be necessary to 
begin to centralize and coordinate the procurement of food and food- 
stuffs through one agency for distribution and overseas shipment. 
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PREDUCTION GUIDES 


Mr. Cannon. I note you will obligate $2,725,000 during this fiscal 
year for production guides. How much is available for that purpose 
at this time out of the regular appropriation 4 

Mr. Trice. There is none available out of the regular appropriation, 
Mr. Chairman. Those funds were given to us by the Bureau of the 
Budget from the funds appropriated to the President under the 
Defense Production Act. We had no money available for that work. 
We have returned whatever we could possibly return out of the total 
appropriation for acreage allotments and marketing quotas. Of the 
total of $32,300,000 appropriated for this fiscal year, we are returning 
$11,000,000. 

Mr. Cannon. That would be an entirely new disbursement if it 
should become necessary for you to go ahead ? 

Mr. Trice. Yes. Anything we spend in connection with that pro- 
gram would be in addition to what we have already gotten from 
the President’s fund. 

Mr. Cannon. How much are you asking for that purpose for 
1952 ¢ 

Mr. Triage. For acreage allotments and quota work ? 

Mr. Cannon. Yes. 

Mr. Triage. $5,800,000 for tobacco and peanuts and for liquidation 
work on the marketing quotas on 1950 cotton. 

Mr. Cannon. Thank you, Mr. Trigg. 


Forest Service 


We will next take up the estimate for the Forest Service. Is Mr. 
Loveridge here? 

Mr. Loveriner. Yes, sir; Earl W. Loveridge, Assistant Chief. 

Mr. Cannon. Mr. Loveridge, tell us in as few words as you can 
your responsibility under the Defense Production Act in connection 
with the duties which you have been required to discharge under your 
regular program ? 

Mr. Loveriner. In a memorandum of agreement between the Na- 
tional Production Authority and the Forest Service, which I have 
here Mr. Chairman, the Forest Service is called on to do five major 
types of work. If you wish I will insert this memorandum in full in 
the record and will then give you a summary of it for discussion. Do 
you care to have that done, Mr. Chairman ? 

Mr, Cannon. You may include it in the record and give us the gist 
of it. 

Mr. Loveriner. Yes, sir. 

(The memorandum referred to is as follows :) 


MEMORANDUM OF AGREEMENT BETWEEN THE NATIONAL PRODUCTION AUTHORITY AND 
THE UNIrepD STATES ForEST SERVICE CONCERNING DIVISION OF RESPONSIBILITIES 
UNpER DEFENSE PRODUCTION AcTr oF 1950 IN THE FIELD or Forest Propucts 


This memorandum confirms and implements in detail the general agreement 
reached on November 24, 1950, by representatives of the Department of Com- 
merce, the Department of Agriculture, and the Bureau of the Budget with respect 
to departmental responsibilities under the Defense Production Act of 1950 in 
the field of timber resources and forest products. 
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1. In the discharge of its responsibilities under the Defense Production Act 
of 1950, the National Production Authority will call on the Forest Service to 
perform those tasks which the Forest Service, by virtue of its widespread and 
highly trained field organization, effectively performs. 

(a) With regard to claimant agency responsibilities for the entire forest 
products industry: National Production Authority to the extent that it is 
the responsible agency, will call on the Forest Service for needed studies, 
surveys, reports, recommendations, and other services, concerning timber 
resources and forest products. 

(b) With regard to loans: In discharge of its responsibilities respecting 
forest product loan applications, the National Production Authority will 
refer such loan applications to the Forest Service for its recommendations 
whenever issues of timber resources, management or other appropriate 
timber questions are involved. In related fields, the National Production 
Authority, to the extent it deems appropriate, will request and obtain loan 
application recommendations from the Forest Service. 

(c) With respect to applications for accelerated tax amortization: In 
discharge of its responsibilities respecting forest product tax amortization 
applications, the National Production Authority will refer such amortiza- 
tion applications to the Forest Service for its recommendations whenever 
issues of timber resources, management or other timber questions are in- 
volved. In related fields, the National Production Authority, to the extent 
it deems appropriate, will request and obtain tax amortization application 
recommendations from the Forest Service. 

(d) With regard to allocations, priorities, and other responsibilities ef 
the National Production Authority: In the fields of its competence the Forest 
Service will aid the National Production Authority by providing technical 
information to the extent of its facilities. Fields in which Forest Service 
will provide technical information, include, by way of illustration— 

(1) Availability of stumpage, by kind, grade, locality, and specific 
uses. 

(2) Supplies and production of other timber-based raw materials 
available for defense purposes, by amounts, quality. location, and avail- 
ability, including such items as sawlogs, pulpwood, poles, piling, extract 
wood, and miscellaneous belts. 

(3) Surveys of kinds and conditions of equipment and supplies on 
hand and needed to reach and maintain determined levels of production 
in the forest industry, including appraisal of possibilities of substitution 
and increased efficiency. 

(4) Periodic and special reports on factors affecting production of 
lumber and other forest products. 

(5) Availability of supplies of critical items such as special types 
of plywood, handle material, ship timbers, and tannin materials, to 
determine production problems and possible solutions. 

(6) Uses of lumber, plywood, and other forest products in the fields 
of National Production Authority’s responsibilities by species, grade, 
and sizes. 

(7) Suggestions for means of meeting determined‘ levels of produc- 
tion in the forest industry through diversion, substitution of species, 
new specifications or changes in specifications, increased imports or 
other measures. 

(e) With regard to measures to stimulate production: Forest Service 
will be called upon to assist in developing any programs to stimulate pro- 
duction among small forest landowners and operators and, if feasible, to 
execute such programs. 

2. With regard to financing: Forest Service will discharge its commitments 
under this agreement to the extent of funds allocated and available for such 
purposes, 

3. With regard to liaison: The closest possible liaison between National 
Production Authority and Forest Service is essential to full realization of the 
benefits inherent in the above arrangement. A Forest Service liaison officer 
will be designated who will have easy and informal access to National Produc- 
tion Authority officials, attend pertinent meetings and conferences, be kept 
informed of problems or prospective problems, and advise the Authority on ways 
in which the Forest Service can be of assistance. 
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4. Any issues not covered herein that may require resolution and agreement 
will be negotiated by representatives of the two agencies in accordances with 
the terms and spirit of this agreement. 

Signed at Washington, D. C. 

NATIONAL PropUCcTION AUTHORITY, 
By MANLY FLEISCHMANN, 
Administrator. 

Fepruary 13, 1951. 

Unitrep States Forest SERVICE, 
By Lyte F. Warts, 
Chief. 

FEBRUARY 15, 1951. 

Mr. Loveriner.The gist of that is that we are called upon by the 
National Production Authority to do five things. First, with regard 
to its responsibilities as a claimant agency for the entire forest-prod- 
ucts industry the National Production Authority calls on the Forest 
Service for studies, surveys, and reports, and other services concern- 
ing timber resources and forest ins i 

The second responsbility is with regard to applications for acceler- 
ated tax amortization. So far there have been some 90 such requests 
referred to the Forest Service involving more than half a billion dol- 
lars. They represent an increase in the production of pulp by about 
3.5 million tons a year. That is the big job referred to us so far. 

The third responsibility has to do with loans. Again the National 
Production Authority depends on the Forest Service to advise with 
it as to the feasibility ad desirability of the requests for loans from 
the standpoint of timber supply. Not many requests have been re- 
ceived so far. 

The fourth responsibility has to do with special studies needed 
by the NPA to discharge its claimant agency responsibilities. For 
example, one of the main studies is covered by a news release of the 
NPA as of March 6. This poimts out that the Forest Service has 
been called upon to make a Nation-wide survey of the amounts of 
equipment, operating supplies, and manpower used in 1950 by the 
primary forest industries, sawmills, and round wood concentration 
methods. The chief purpose of the survey is to aid NPA on priorities 
and allocation programs. The important logging industries to be 
surveyed include producers of sawlogs, veneer logs, pulpwood, piling, 
mining timbers, and so forth. The field work of the Service will be 
handled by personnel of the Forest Service. Those men will visit 
selected samples of plants in the various wood-using industries to 
determine use and source of primary forest products, equipment, and 
manpower needs, and so forth. 

The fifth responsibility is one we have not yet been called upon to 
serve. That is in regard to measures to stimulate production. The 
Forest Service may be called upon to develop programs to stimulate 
production by small forest landowners and operators, and if feasible 
to execute such programs, as we did during the Second World War. 
That program is not set up at the present time. 

Most of this work is done by our regular personnel out in the field. 
That. has made it unnecessary, therefore, for the NPA to set up its 
own field organization for this particular type of work. 

The personnel we are asking for here is to do the coordinating of the 
job done by hundreds of regular personnel, and to make special studies 
that are called for. 
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Mr. Cannon. Going back to No. 1, where you serve as claimant, 
what steps have you taken in that work so far? 

Mr. Lovertncr. We have not been called on as yet for any particular 
work in that field, excepting the big equipment and manpower survey 
just mentioned. 

Mr. Cannon. That is an entirely new function; you have never 
handled anything of that character? 

Mr. Lovertncr. No, sir. Not since the last war. 

Mr. Cannon. And it is not expected of you, except in an all-out 
war. You do not anticipate that it will throw much of an additional 
burden on you? 

Mr. Lovertper. We do not know as yet. It will depend largely 
on the intensity of NPA programs for priorities and allocations. 

Mr. Cannon. As to the acceleration of tax amortization, you say 
there will be about a quarter of a billion dollars involved ¢ 

Mr. Loveripce. About half a billion dollars in the 90 some applica- 
tions which are pending right now and which we are studying at the 
present time. 

Mr. Cannon. Do you pass on that finally, or does some other agency 
have the last word ? 

Mr. Loveriper. Oh, no: we merely recommend to the NPA as to 
the feasibility and desirability of each of those cases. 

Mr. Cannon. You do not make the final decision ¢ 

Mr. Loveriper. No, sir. 

Mr. Cannon. How much money, in all probability, will be required 
to be obligated before June 30 for that purpose by the proper agency ¢ 

Mr. Loveriper. For tax amortization / 

Mr. Cannon. Yes. 

Mr. Loverwwcr. I have no idea. As I say, we have pending requests 
for about half of a billion dollars. 

Mr. Cannon. At any rate, you are merely consultants ? 

Mr. Loveriner. Mr, Tebbe, who is in charge of this work for us, 
says there will be about half a billion dollars. 

Mr. Trpne. About half a billion dollars of capital investment going 
into pulp plants. 

Mr. Cannon. As to loans and loan guarantees, how many applica- 
tions do you have pending ? 

Mr. Lovertncr. We have about four or five of them so far. 

Mr. Cannon. How much do you expect to have during the re- 
mainder of this fiscal year? 

Mr. Loveriner. I could not forecast that. 

Mr. Cannon. What is the purpose of those loans? 

Mr. Loverwer. That is to provide for stimulated production by the 
construction of additional pulp plants and other mills, such as veneer 
mills and plywood mills. 

Mr. Cannon. What character of industry has been applying up to 
this time, and who do you think will apply for tax amortization ? 

Mr. Lovertner. That has been mainly in the field of pulp plants. 
As you know, the United States produces only 10 to 15 percent of the 
newsprint used in this country, and our requirements for other pulp 
and paper products are very large in relation to current production. 

Mr. Cannon. Under “Special studies,” have you actually made any 
surveys up to this time? 
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Mr. Loveriper. We have several, including that very extensive study 
I mentioned, on request from the NPA, in regard to the Nation-wide 
survey of equipment, operating supplies, and manpower used by the 
primary forest industries. 

Mr. Cannon. What personnel will be required to take care of the 
remainder of this fiscal year? 

Mr. Lovertpcr. We are asking for 51 persons. That is the num- 
ber on the job now, and it will require that number to carry on for 
the balance of this fiscal year 

Mr. Cannon. You have never done any of that sort of work here- 
tofore / 

Mr. Loveripcr. No; not this particular type, excepting on an emer- 
gency basis in the-World War II. 

Mr. Cannon. You could not utilize your present staff for that 
work / 

Mr. Loveriper. As I said a moment back, we are using a great num-- 
ber of our regular personnel to make needed on-the-ground studies 
and surveys. After that, they will funnel the information into our 
regional offices and experiment stations. There such reports are co- 
ordinated and supplemented, and submitted to Washington for final 
drafting for the NPA. Some of the reports can be prepared directly 
in the Washington office. 

Mr. Cannon. You think it is hardly likely that you will be re- 
quired to take any action under the fifth requirement—for the stimu- 
lation of production ¢ 

Mr. Loveriper. We are not-expecting any this year. 

Mr. Cannon. What is the appr opri iation for your regular activities 
in the current budget of 19514 

Mr. Lovertner. It is $72 million as shown in some detail on pages 
3 to 6 of our explanatory notes—$72,694,881. That includes grants 
to the States and other fixed obligations. 

Mr. Cannon. And you require what personnel ¢ 

Mr. Loverwncr. We are asking for 51 personnel for this job. Our 
total regular employment, you mean ? 

Mr. Cannon. Yes; the total. 

Mr. Loveriper. We have about 8,000 regular year-around employees 
and, in addition, we have short-term fire guards, lookouts, and other 
temporary personnel. 

Mr. Cannon. Are all those positions filled at the present time ? 

Mr. Lovertmncr. Yes, sir; practically all our regular positions are. 

I might add that in addition to this NPA work, as Mr. Whitten so 
well knows, the Forest Service at the present time has a fine and 
greatly increased demand for its national forest timber. We are cut- 
ting this year something like 4.2 billion board feet of timber from 
the national forests. In 1946, which is the year Senator Byrd is using 
for comparison, the cut was 114 billion board feet less than that. Our 
receipts this year are some $35 million more than for the 1946 period. 

Mr. Cannon. That means that amount is covered into the Tre: asury / 

Mr. Loveriper. That is right. 

Mr. Cannon. What is the total amount covered into the Treasury 
this year? 

Mr. Lovertncr. Our receipts this year will exceed $50 million. 
Mr. Cannon. From the industries which produce this material ? 
80820—51—pt. 122 
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Mr. Lovertmnce. From the operation of our national forests, It 
comes mainly from timber sales. We also get $3 million or $4 million 
in receipts from grazing fees. 

Mr. Cannon. Is that exactly $50 million flat ? 

Mr. Lovertner. No. It will exceed $50 million. The year is not 
over yet; so we do not know what it will be exactly. 

Mr. Cannon. You will receive those receipts without the additional 
activity provided for in this bill? 

Mr. Lovermer. That is correct. 

Mr. Cannon. You refer in your justifications to the inventory of 
laminating facilities and suitability of laminating materials for cer- 
tain finished products. As I recall it, that was in your regular budget, 
and that work was all handled last year or has been handled in previ- 
ous years ? 

Mr. Loverince. No, sir. 

Mr. Cannon. Why is it necessary to duplicate that work again 
this year? 

Mr. Loveripcr. You must be referring to the work being done up 
at the Madison laboratories. That is fundamental research work to 
determine the best way to laminate woods. There has never been 
any survey of this type made by the Forest Service with its regular 
funds, or otherwise, that I know of. 

Mr. Cannon. You have available all of the statistics in the last 
war. Did you go into a study of laminating facilities and laminating 
materials in the last war? 

Mr. Lovertnce. For the Second World War; yes, sir. And in years 
gone by we made similar studies for the War Production Board. 

Mr. Cannon. Why is it necessary to duplicate that work now ? 

Mr. Lovermncr. Because the information is so far out of date that 
it is not applicable. 

Mr. Cannon. As a matter of fact, there are very few problems aris- 
ing in this war that we did not meet in the last war, and you have few, 
if any, additional duties placed upon you that you did not discharge 
in the last war. 

Mr. Loverineér. We had additional funds to do this work in the last 
war. That is correct; yes, sir. 

Mr. Cannon. Thank you, Mr. Loveridge. 


Bureau or AGRICULTURAL Economics 


Now, Mr. Newell, the Bureau of Agricultural Economics is request- 
ing this year a total of $30,000 as additional requirements under the 
National Defense Act. Tell us what you do normally in the regular 
work of your Department. 

Mr. Newt. Sur Bureau, of course, is the principal source of eco- 
nomic and statistical information for the Department. Crop and 
livestock production, farm prices, stocks and similar material which 
we customarily gather is widely used in connection with the defense 
program. 

Mr. Cannon. First, what are your normal obligations and what 
additional burdens have been placed upon you under this National 
Defense Act. What are you doing now or what are you required to 
do now that you have not done heretofore ? 
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Mr. Newewu. The additional work load that is confronting us as 
the result of the defense program is principally for additional infor- 
mation along these lines that are required in connection with the 
preparation of production guides, as they are called, and a consider- 
able amount of additional work in the price field. That is collecting 
and preparing additional information on farm prices and computing 
a long list of parity prices. A large amount of new work is required 
in connection with computing the legal minimum prices required under 
the Defense Production Act. Assisting PMA and in breaking down 
the crop acreages necessary in preparing State production guides is 
requiring much additional time particularly of our State statisticians. 

Mr. Cannon. How many employees are on your regular rolls, or 
now many were on your regular rolls in the last fiscal year? 

Mr. Neweu. There are presently on our rolls 1,292 regular employ- 
ees and about 376 part-time, making a total of 1.668. 

Mr. Cannon. Are those part-time employees paid out of your reg- 
ular annual appropriation, or do they come out of this item ¢ 

Mr. Newe wu. No, sir. They are regular employees. 

Mr. Cannon. How much do you have to add to that to carry out 
your part of the program ? 

Mr. Newer... We have projected in this presentation about 30—12, 

I believe, in Washington, and 18 in the field. ; 

Mr. Cannon. That work will not be handled by your regular force ? 

Mr. Newetu. To the extent they can, but as this workload increases 
we are having to put on additional people to handle it. " We have fol- 
lowed the policy right along of absorbing as much as possible. In 
fact, we have done a great deal toward absorbing the additional load 
both in the field and in Washington, in our regular line of work. But 
we soon reached a point where we cannot meet all of the demands that 
are coming to us for this new work and have had to take on additional 
personnel to meet the increased load. 

Mr. Cannon. Were you with the Bureau in the last war? 

Mr. Newe tt. No, sir. 

Mr. Cannon. How long have you been with the Bureau ? 

Mr. Newetu. I came back with the Bureau about a year ago last 
January. I started with the Bureau 25 years ago, however. 

Mr. Cannon. You have been familiar with it, then, for some time 
and with its work? 
Mr. Newe tu. Yes, sir. 
Mr. Cannon. Thank you, Mr. Newell. 


OFFICE OF THE SoOLIcrror 


Now we go back to Mr. Bucy; Office of the Solicitor. 

Mr. Bucy, you are asking for $20,000 here. 

Mr. Bucy. That is correct. 

Mr. Cannon. As an additional appropriation for the remainder of 
the fiscal year. 

Mr. Bucy. Yes. 

Mr. Cannon. I see you expect to have a total of 17 employees on 
defense activities. ; 

Mr. Bucy. That is correct. 

Mr. Cannon. How many of those are lawyers? 
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Mr. Bucy. About two-thirds of the 17 would be professional and 
the other third nonprofessional. 

Mr. Cannon. Whiy is it necessary to have that additional force ? 

Mr. Bucy. L’ke a lawyer in any capacity with a concern that is 
engaged in a nuiber of businesses and is taking on another suostan 
tial business, we have to furnish legal service both to PMA and the 
Forest Service in connection with the defense activity under proposed 
orders allocating materials and priority orders, and the requisitioning 
procedures must be prepared by our office. Then there are industry 
advisory committees, and we must work on the procedure in connec- 
tion with those to assure that the members thereof are protected against 
any possible antitrust violations. 

Mr. Cannon. Is not that a little bit disproportionate to your re- 
quirements—two-thirds attorneys? What proportion of your regular 
force is attorneys ? 

Mr. Bucy. We were running in Washington about even on Feb- 
ruary 28, 

Mr. Cannon. About 50-50? 

Mr. Bucy. About 50-50. In the field we run higher on the nonpro- 
fessional, but in this particular type of work at this stage of the work, 
your stenographic work is not as heavy as your legal work, because 
your attorney has to be in conferences with officials determining the 
type of actions to be taken and to advise them as to the type of pro- 
grams they want to put into effect. He has to attend industry advisory 
committee me&tings to advise them on recommendations, as to whether 
they are legal. While he is there, the stenographer is not busy. But 
you have to have very efficient stenographers, because the preparation 
of orders, and so forth, must be gotten out expeditiously. But at this 
stage of the game, where we are not in the position of rendering 
opinions and interpreting provisions of the orders and the run-of-the- 
mill operations, your professional requirements are greater than your 
stenographic requirements. 

Mr. Cannon. Thank you, Mr. Bucy. 


OFFICE oF INFORMATION 


Now, Mr. Webster, in the Office of Information, what duties are 
involved in your defense operations ? 

Mr. Werster. The defense program in general is increasing our 
workload in practically every phase of our work. It comes about 
partly from an increase in the activity in the Department and partly 
from the other defense agencies that are being established. As an 
example of how our work is increasing for the Department, our re- 
quests for publications are at the moment running about 4,000 a day. 
Our normal workload is about 3,000 a day, and we are staffed to handle 
about 3,000 a day. 

Mr. Cannon. How does the 3,000 a day compare with your former 
requirements before the passage of the act? 

Mr. Wesster. They are running around 4,000 a day now, and our 
normal figure is around 3,000 a day on the average. 

Mr. Cannon. In other words, it has increased practically 3314 
percent ? . 

Mr. Wesrster. Yes; in that particular field. Now it applies to other 
activities. I do not have as clear and sharp a figure, but, as an example 
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of what we get from the outside, the civil defense people have recently 
asked us to give them help in getting information in the hands of 
farmers. They think we have the general facilities for doing that, 
and they have called on us to help them in that respect. 

Not long ago, as another example, we had a telegram from the editor 
of a farm magazine who wanted to get some information about what 
could be done about farm wages for farm labor. That was a request 
we probably could have “passed the buck” on and said “Get this from 
the labor people,” but these are people we work with and who depend 
on us, and we took care of that. 

Those are examples of work that we would not have at all without 
the defense program. 

Mr. Cannon. How many defense employees do you have at the 
present time? 

Mr. Wesster. Two. 

Mr. Cannon. That will supply you during the remainder of the 

rear ¢ 
. Mr. Wesster. We are asking for 14 more for the fourth quarter. 

Mr. Cannon. You could not get along with those two and your 
regular force? 

Mr. Werster. That publication matter I mentioned is a case in 
point. They are piling up on us. I checked the other day, and we 
were 7 days behind. We had 27,000 letters on hand that were not 
answered. 

Mr. Cannon. You say the regular requirements are approximately 
3,000 a day? 

Mr. Wesster. Roughly. 

Mr. Cannon. How many do you have on your regular rolls? 

Mr. Wesster. Our budget this year provides for 135. 

Mr. Cannon. And you are asking for 

Mr. Wesster. We have two defense employees now and are asking 
for 14 additional for the last quarter. 

Mr. Cannon. Thank you, Mr. Webster. 





OFFIcE oF Fore1iGN AGRICULTURAL RELATIONS 


Now, Mr. Rossiter, the Office of Foreign Agricultural Relations is 
asking for $40,000 for the remainder of the year. What additional 
duties warrant an additional expenditure of $40,000? 

Mr. Rossrrer. Shortly after the national defense work was started 
inthe Production and Marketing Administration we were requested 
immediately to furnish commodity experts for all of the commodity 
committees that were set up under the Requirements and Allocations 
Office. These committees wished to have experts who could advise 
them on the foreign production and foreign supplies of the necessary 
commodities that were available. I think there are something like 18 
committees that were set up in the requirements and allocations work. 

When the Materials and Facilities Branch was begun in PMA, it 
wanted the Office of Foreign Agricultural Relations to supply them as 
to the need of farm machinery from our friends abroad in order to 
know how much steel would be necessary to furnish our friends with 
farm machinery. They also wanted to know how much the United 
States would be called upon to supply fertilizers to our friends abroad 
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and also to what extent we could expect to continue fertilizer sup- 
plies from abroad. Also, on insecticides, they wanted to know whether 
raw materials would be continued to be made available and from what 
sources for making insecticides. 

That, I think, is a statement of the principal activities. 

Mr. Cannon. How many employees are on your regular roll under 
your regular 1951 appropriation ¢ 

Mr. Rossiter. We have a total of 354 people on our roll, which is 
the number employed under funds from all sources. About 110 man- 
years on funds appropriated directly to our office by Congress. 

Mr. Cannon. Out of the 1951 appropriation ? 

Mr. Rossrrer. That is correct. 

Mr. Cannon. How many will you add with this $40,000? 

Mr. Rosstrer. We have about 25 employed at the present time on 
national defense work. 

Mr. Cannon. Have you already employed any of them? 

Mr. Rosstrer.. Yes, sir. 

Mr. Cannon. How many? | 

Mr. Rosstrer. We have taken on about eight new employees. 

Mr. Cannon. Have you taken them on your regular roll or taken 
them on from national defense funds? 

Mr. Rosstrer. They are under national defense funds. 

Mr. Cannon. Have they been taken from the Department of Agri- 
culture ? 

Mr. Rossrrer. From various sources. Of those 25, part have been 
taken from our regular staff, from other work that has been dis- 
continued. 

Mr. Cannon. Thank you, Mr. Rossiter. 


OFFICE OF THE SECRETARY 


Now we come to the Office of the Secretary. 

Mr. Roserts. I would like to say a word about that. This estimate 
proposes continuing for the last 3 months of the current fiscal year 
the same staff which the Secretary now has on this work. When the 
defense production activities became so intensive at the departmental 
level, the Secretary found, if he was going to get the job done, he had 
to have some help to represent him personally on some of the inter- 
departmental boards, committees, and so forth, and he put on three 
top-level people with these funds. Two of the three men are con- 
sultants on temporary appointments. They are men who have had 
experience particularly in the fertilizer, farm materials, and farm 
machinery fields. Also, two stenographers have been added to handle 
stenographic and typing work for those three men. One additional 
person was put on under these funds in the investigatory work for 
security clearance investigations. We have a small staff doing 
regular security clearance work for employees in the Department of 
Agriculture, but when the defense work came on we had a tremendous 
increase in the workload of the number of employees who had to be 
cleared for security purposes. There was a backlog already in that 
division, and we felt justified in putting one man on to do security 
work in connection not only with new employees for defense produc- 
tion activities but for security clearance on existing department em- 
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ployees in order to permit them to work in certain areas, and where 
they had not been required to have security clearance as regular em- 
ployees of the Department of Agriculture heretofore. 

Mr. Cannon. Is your added work an increase in volume, or is it an 
increase in the character and diversity of the work? 

Mr. Roserts. In the areas in which I have been talking—and those 
are the only areas where we have had any increase in funds available 
from this souree—that is, in the immediate Office of the Secretary 
where there has been an increase in activities which the Secretary or 
his immediate aides have had to engage is in connection with defense 
programs. As I said, he brought in two consultants primarily to 
work on farm machinery and farm equipment. There is also an in- 
crease in the volume of the security work that I mentioned. 


DerFensE PersonNNEL 


Mr. Cannon. Mr. Roberts, I would be glad if you would submit for 
the record a summary of all of your present defense employees and 
indicate by bureaus the number transferred from within the Depart- 
ment and the estimated savings due to those transfers in your regular 
funds. 

Mr. Roserts. I would be glad to do that. You want that by appro- 
priakion, I suppose. 

Mr. Cannon. If you will. 
(The information requested is as follows :) 


Source of recruitment of employees presently engaged on Defense Production Act 





functions 
a Rr ce SA a Ca | 3 
Recruited from— 
Outside De- | Inside De- 
| partment of | partment of 
Agriculture | Agriculture 
Production and Marketing Administration: | 
Number of full-time employees _- | 66 | 114 
Full-time equivalent of of persons employ: ed part time on defense produc tion | 
activities ___- . ; aes fi e" | 270. 2 
Total, Production and Marketing Administration. _._.____________- 66 384. 2 


; 
Forest Service; 
Number of full-time employees __- 
Full-time equivalent of persons e mployed part time on defense production 
Ne ean iiteuk ions ieieenadh | 50 


Total, Forest Service 3 59 








Office of Foreign Agricultural Relations: 
PURI Were GENNEIIOOOE, oo ns ce cn pmdewconnccnacsnd A 6 
Full-time equivalent of persons e ‘ati ed om time on defense production } | 
activities. ___- | | 
Temporary employ ment | 1 





Total, Office of Foreign Agricultural Relations_................._..--- 2 23 
Bureau of Agricultural Economics: Full-time equivalent of persons employed | | 
part time on defense production activities. _- | | 
Office of Solicitor: Full-time equivalent of persons employed part time on | 
defense production activities. 
Office of Information: Number of full-time emp RNS, Acct diode nawas Le A Se ee 
Office of the Seeretary: Number of full-time employees. _.___.-..-_._-____-- | 1 | 


= 
Cri mow = 
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ve Ue One On a ee re Pe ae PS | 9] 50 











342 





apenas. 
Bl i ae esr 





‘Speeu asudjop JayI0 PUB UTBIZOId sty 10; 
UOHBVUIIOJUL JO] SpUBLIOP 499TI 03 PepdseU A[JUOTIN SABAIMS 1S0JOJ ayB1e[900" 07 PSN sBuLAwg | ~~ 
“SOLJIATIOB sUdJap JUBIIOd IIT UO pasesue sooAoO[dwi9 psoudliodxe J9y10 UTBIAI 0} aTqIssod 


Zl ‘%9 


UI OYBVUI [[IM YIOM VIC 0} sooAOTdurd Jo Jojsuvl], “[¢6] Ul peonpel AT;erUBIsqns UOleIIdosiddy r 19b ‘8% 
“paU19009 $1930 YOIGESOI SNOLIBA UO SesUBYO P10OIOI PU ‘SSUIPHO! 1OJOWIOIY[ YU pue odes | 
UIB1 ‘SUOTIVUTUIBXS JO[d ‘STUSMIAINSROUT 9a1} UO GN YORI OF STUBISISSR PjeY ely 07 Pasn sBurarg | 000 ‘61 
*SSOUISNG @[VS JOQUIT} 38910] [BUOTIEN Ul oSRaJOUT SNHOPUdUTal} Jo{STUTWApPR O} Pasn sBurarg |-->- OOL ‘Fz : 
“SOLO SJoIYO Ul JuSUTOOR[Uo41 Aressooou Aq JeSO SUIARS PelpUej}oOd Jo UOTIOd | £79 'Z 006 ‘9 “ 
008 ‘8z0°E | 006‘S90" |---~ 


“uorjelidoidde stq4 Wo 9A.19S801 Ul peoR[d 000‘0Ez.‘6$ JO [2107 OY? UI papNyoUl Udeq SsBYy qUNOUIR sIy, | 000‘826'Z1 | 000‘RLZ6‘Z1)> 77 





“‘s120n poid 3vsNs 03 syusWIABC AJOIRPUBUL JOJ POSN aq [[LM 4Sod AAv[Bs Ul SAUTARY 00S ‘Lz oe 
*sTooYys 03 SyuDTIARA YSBd J0J 
SOIVIG 0} OGUIIVAK OPCUL JUNOUIV OY} UI OSBOIDUI UB UT poyayol used BABY 4SOD ArBpRS Ul SAULABg |~ ~~~" "-" "~~ | COR “FE 9 


“stuetmeumn bes 

[BAOUIel snidins oIN{NJ Jour 04 VAIeSel B SB 0N0'DOO‘OOSS JO [eI09 B OF AN. aIeTNUINDOR AvAA 
[8o5y AUB UL pesN JOU SPUN ‘RPE JO IV [eInNy[NoLay oy) 04 JUBNSINg ‘surRIZ0Id Zf UOTIDIS 
PeZlLOY INV ZSULALIVO JOJ O[GE[IVAB JUNOUWIE OY) SOSBOIOUL SOLIBTeS JOJ posn you Asvuotm Jo JUNOUIR 
04) ‘SONTA]JOV OSUAJAP 07 SETIIATIO“ ZE UOTJoS UOJ] JoOUUOSIOd JO JaJSUBI) B UdeG SRY aJ0q) Ap AY | 
“JUSTIDDDY JIY A [BUOTIVUIBJUT 94} JO $}SOO 9} 10] OOO OF uvU 








OOF “18% * 





-OSING UIA] JO] SS9AZUOD OY} 07 YSeMbel JUeMDesqNS UI UOTJONpel B SB psqWeyel oq [ILM OOS‘e$ OUT ‘C 00s “¢ 
“VOU 03 WvAaI soouRfeq | 
pewesiqouy “YOM UOlBUIUIJeJop SNIdINS Ul 9SN OJ VIVd 01 paliojsuBs alam SpuNnj esey.y, | 00 ‘IF | OO¢ “Th 


*SOIMTAI}OR IveA-1OLId JO UOIZEpINbIT 10j prey oq [[IA UMOYS JUNOUTE 942 PUB 

OUIN[OA UT pasealdep svy UeAZOId SI, “uIeIZ0id A[ddns O90 ey} Jepun parnooid sarpour 
-UL00 JO SOTBS YILM UOTJOIUUOD UT SASUIdKXa BATJBIYSIUTUIPB JOJ SUOTJET[OO JUOSaIdeI Spun) esay ], 2 
“000'0S8'E$ JO TSK 10} OWBUITYSe [eIUeMIe;TddNs B ssolz 

-U0G 94} o10J9q Zuypued st oJ0y} YY} IR oY4 Aq PpeotleplAd se UOTyeIOdO QOH JO] pepeseu 
A[{UIZIN oe Spun] sey} ‘IOAQMOFT “HOM UONONpOIg asuajocy 0} seeAO[duia jo JajsueIy 


OOT ‘Z2zZ 


0} ONP OOL‘E9ES JO JUNOUIV 944 UI OOO JO} SUOTIVAI[GO poyeUITjse Ul UOTJoONpal B UVeq sBYy B19], | ~~ ~~~ : 009 ‘ZI et: 
*‘SUOIJSPUSUIUIOIA 90} }1UITI0D AJOSTA PPB YALA OOULPIOOIB UT POO BSUdJOp 9} 0} 9INGIIWUOD [TTA “(uo 
IY M YOM YOIBISAI SUIJOYIVUI Popeou J0j opfAoid 03 WY VY Aq pepo[feal Zuleq ore SpuNy aseyy, |~~~ ~~~ ~*~ 002 ‘6 

008 ‘Eg 008 ‘es . 








spunj 01) 





-onpold 
uoned | esuajaq 04 
SyIVUIDY ~O1ddB 04 | PasejsueIy 
; SSUTABS JAN} SooAOTdUIO 
JO A4ITIG 
be 1] AlBleV 

















196] «vat poosif ‘passafsuvn.} os 
suouounf py uouonporg asuafag] 0} passafsup. uaag aany saahojdma 





fijujiqnoy Runjos fo yunown pun 





~"“ga0INOSsel JSdl0 7 
sjonpoid 4so104 


SUOTJVSISAA UL JUITUAZRUBUL OFUBI PUB JS010 4 
“UOTIOZVUBU PUR UOTD0}OI YSo10] [RUOTIVN 
“-="" "== "SQSU0dX9 OAIJBIYSTUILUPB [B19U4) 
:Sesuedxe puB SoLRTeg 

1DO1Adag SOY 

a de a SANs =A “ene, 

sejonb SUljoyIVUI puB JUIUTZOT[e BFPAIDV 

es he aot ; “---"g90y uRang 


Youny] [OOS [BUOIPEN 


Ze WOT wag 


qUOTIDIIZY Joy A, [VUOTVUJEQUT 


UO}VIISTUIIPY UOljesIdo0g IIWIOUON 


wmeisoid Ajddns jeingpnowsy 


: “UOTJBIOdION YIpeAQ Appourwm0D 
JRISIUIUIPY BUYoyIepY pue UoTONpoOIg 04 UOT} 


-BOOTTV) (II PEL) 9F61 JO PY ZuljoyVpy puv yd1voser 


“SOOT AOS FUORI 
SUONBIISIUIMIPY SuyjoyxsVpy pus uosjonpold 


wey pus Aoues Vy 


yoyn woif suoyniidoiddy pun saiouaby 





*yiom vjonb Zurjoyseul pus JUsUTAO[[e eBvaINB YILM UOTJIBUUOD UT eUUOSJed 90}}1UTUIOD £4uNOd JO sosudxa 04 a[qeolTdde OOO‘OZT'z$ SEPNOUT + 





*4UNODDE OJUI VOY} O18 SUOTIONPAL FIZ ‘9AS 19qJR ‘EG 40J aqu 
-[TBAB Spun Jou UTYILM 93819d0 03 paiINbeal oq [1M ‘SUOTIBSI[GO Jo 0B OY} UT UOTJON pad JOY yINy 
8 YITM 1043930} ‘S}UOTIUZISsvet Ose} BOUTS UOTJVLIdOIdde SI} 0} SAUTABS JOU OU Oq [JIM AOU, 
sJajsuviy daAo[dui9 
JO I[NSal B Sv Pa}oe 9q P[NOD SZUTAPS OU BIOJAIEYY ‘SOTITATJOV UOTJONPOIY YUIeq] 0} palioy 
-SuBI} S8OAO[dUID aSOg) ‘JUETIYINIDe! YANOIYY ‘sov[del 03 AresseooU Udeq SBY I ‘yIOM osuajop 
SUISBAIOUT 0} B[QuINGII}Ie A[JOoITp ST YT JO Javed ‘aoyJO 94} JO pwoTyoM AABoY oY} JO ssNBIeg 
“@A1OSO1 FIZT “908 
OY} 0} UOIJIPpS Ul poysi[qeyse oq [[TM YOIGM IAJosel JaspNq v UT pooopeol oq [[IM BULABS SIT], 
“SOTPIATJOV asUajap UO SadAO[AUa AB[NFe1 JO BOUBISISSR OUII}-Juvd JO vsnBIeg PoAR[ep 
oq 0} PRY sey YOIUM FIOM IJONFo1 WA0j10d 04 sooo ZUTVULTSe [BAT PNIZV oyeig UT dpey outa 
-qind Aojdura 03 Aresseoeu aq [ILM 4I (g) PUB ‘soIpTATJOB osUajep Zurmsojied suosiod jo PUoUT 
-UBISSE OUIT}-jaed ay JO esNvdeq peddouip oq 4OU P[NOD TOI M SeTPIATJOB Je[NZod UL YSISSB OF BdIJO 
UOPSUTYSV AA 94} Ul SooAOTAUIO o1TY 07 AivSSedoU Uved sey yt (Z) yoy UoNeldoiddy [¢6L ey) Jo 
PIZI “0S 07 gUBNSINd spun] IB[NZed Ul epeu UOTJONpa. JO asnvveq AJessedeU UdeG BAvY PTNOM 
SUOTJOUN] JOY BUdo9C 0} JUGWIUFISSE 10} POUTBJo1 SoBAO[AUI9 JO VY] OF JUVTBAIMDA $4800 Bd1A.Js 
[euosied jo TOWdiosqe soUTS (1) UOIyBIdoidde sIqy JopuN efqIssod ssULABS Jou [BUOTIIPpR ON 


“Yd1BISI1 SUTJOYIVUL Popoou 
ONUIZUOD 0} ATOIVIPOUIUIT PaT[TY d19M SoLOUBIBA BOUTS UOTPRIOT[V SIG} JapUN o{qIssod ssULAvS ON 
"IS6I 10) poqeudoidde spunj 04} UTGILM sjso00 Areles apes 
-UIQUAM pue jueuTysn{pe Aed [eUuoTIppe ZUIqJOSGe JO AyISSeDeU ayy JO osNBdeqG AJBSSeDVU UVeq 
BABY P[NOM SUOTOUN] JOY WUaac] 0} PUIWIUTISSR 10] pouTejoes SVBAOTAUIO JO WeYy OF QUaTeAINba 
$3800 ddTAJos [euOsied UT SUOTJONped voUTS UOTRLIdOIdde siqyy sepuN siqissod s#uyAes you ON 


“poondal uveq VARY Vd] OF pouaisse seo 
-Aojdwe puv og eunr Aq AuITy 04} JO JUSUTZIBda(] 10} YSBz w 9JO]AUIOD 0} pe}0B1}UOD BDIAJ9g JSOIOT 





€Sl ‘180° 


O€l Zt 





C8E ‘06S ‘Fb 


002 ‘L 


ost ‘% 


OOF 


699 


‘og 


£69 ‘SFI 


OOL ‘TT 





anyNousy Jo yuouyiedacq ‘TeJ0} puBipy 


asuedxa pure sapiepeg :A1v40100g 943 JO DIO 


sosuddxd PUB SALIRIVE :UOLPeULIOJUT Jo YO 


SISUIAX9 PUB SOLIVIVY IOJOI[OG JO VIO 


sesuedxe puB solR[eEg 
‘SoIMIOUODW [BANY[NOLZY jo nesing 


Jeanie T8I0,.L 


*(SUOTIBIOY PRANA[Nousy usjos0g JO vdyO 0} uoy 
-BOOT[B) CI] 8131)) SPSL JO JOY AUTPOyIV]PY pus YoOivesopzy 


sesuadxe puv Selle 
‘SUOTREY [VANY[NIAZY usw10y jo vO 


1830. 


““"puny BUTYIO Ay 
‘s}UsUTOIINbed AIV4ITL Ay 








344 


PropucTiIoNn AND MARKETING ADMINISTRATION 


Mr. Taser. I will start in with the Production and Marketing 
Administration. Give me the number on the roll as of this date. 

Mr. Trice. January 31 is the last one I have with me. That is 
12,048 full-time people. 

Mr. Taper. That is the regular? 

Mr. Trice. That is everything regular and defense. 

Mr. Taser. How many are there in the so-called defense set-up ? 

Mr. Beacu. There are 450. 

Mr. Taser. That is the latest figure you have? 

Mr. Bracu. That is our estimate as of February 28, The January 
figure was 331. Those figures are based on man-months of employ- 
ment; they do not represent individuals. 

Mr. Taser. How many for February? 

Mr. Beacu. Four hundred and fifty for February. 

Mr. Taser. That is part of the 12,839? 

Mr. Beacu. Right, sir. 

Mr. Taner. Are you going to put on any more? 

Mr. Beacu. We estimate by the end of March we will have approxi- 
mately 488; by the end of April, 519; by the end of May, about 575; 
and by the end of June, about 595. That is the number of man- 
months of work during each of those months. 

Mr. Taser. How much of an allotment was made to you out of 
this $31,000,000 that was appropriated to the President in connection 
with these activities? 

Mr. Beacu. We have allotments for the second and third quarters, 

Mr. Taser. You have allotments, according to these justifications, 
of $4,095,500. 

Mr. Beacu. That is exactly it. 

Mr. Taser. How much of that did you spend down to the Ist day 
of March? 

Mr. Beacu. I do not have the figures through February. Our 
obligation records are available through January. We consider the 
total amount we received for production guides and the special work 
on cotton production which was $2,725,000, as having been obligated. 
That has been transferred out to the State and county offices, and the 
most of that work will have been done by April 1. Of the remainder, 
through January we had actually obligated $1,060,310. 

Mr. Taser. Through January you had obligated $1,060,310, and 
you had allotted $2,725,000 to this? 

Mr. Beacu. For production guides work and the assistance in con- 
nection with the production of cotton, which we consider obligated. 

Mr. Taper. What is that activity ? 

Mr. Beacu. The production guides work is the work which fol- 
lowed the announcement by the Secretary of production guides on 
the major spring-planted crops. It consists largely of holding meet- 
ings in the States with representatives of county committees—district 
meetings, I think they call them—and then meetings in the counties 





of representatives of the community committees and also meetings 

of farmers to make known to them and arrive at decisions concerning 

production guides that have been announced. : 
Mr. Taser. You mean to get production up to a certain figure? 
Mr. Beacu. That is right, sir. 
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Mr. Taser. And you have to have those meetings in order to get 
that done? 

Mr. Bracu. The reason for the meetings basically is that we do not 
have just one single guide for one crop in each area. You have sug- 
gested increases for some. crops and suggested decreases for others, 
and it is necessary to make decisions as to which way you go with 
respect to individual crops in certain areas. For example, fax and 
wheat compete in certain areas. 

Mr. Trice. The experience of the Department has been that you 
are not goihg to get production unless we go out and do some work 
right down at the grass-roots level with farmers in assisting them to 
go on this all-out production program. The Department has an- 
nounced very high production guides for some crops, and if we do 
not show we are interested in this effort to plant corn, we will say, 
in preference to some other crop that may be competing for that land, 
we feel we won’t get it. This money was obtained to make it possible 
for the elected committeemen down at the county and community 
levels to hold meetings with their neighbor farmers in order to 
explain this total program to them. 

Mr. Taser. What is this cotton item ? 

Mr. Triage. As you recall, last year we had a very short cotton crop 
in comparison to our total needs. This year we have announced a 
production goal of 16,000,000 bales. It has been necessary to go out 
at the local level and hold meetings of farmers and the other inter- 
ested groups in order to try to get this production. 

Mr. Taser. You do that all over the country, or just in selected 
localities? 

Mr. Trice. It depends on what the commodity is. Of course, on 
cotton it would only be in certain localities where the major cotton 
production is. There is a total of some 20 States that produce cotton, 
and some 17 States that are the main ones. 

In some cases it is very necessary to make decisions concerning 
crops that compete. Cotton and soybeans compete in some areas; 
soybeans and corn compete in other areas; wheat and flax compete, 
wheat and corn, and so forth. It is a matter of trying to get a bal- 
anced production without letting the farmers go back and plow up 
this marginal producing area, which we do not want. A lot of this 
country, as you know, has been taken out of marginal production and 
put in grassland, which has been a very good and constructive pro- 
gram, and we are anxious that we do not go out and tear up the 
results of a lot of good work that has been done over the last 10 or 
15 years. 

Mr. Taser. How much of this would be in the production of 
cotton ? 

Mr. Beacu. Funds were obtained at two different times; the cotton 
announcement was made prior to the announcement of goals on 
the spring-planted crops. There was $225,000 for the cotton pro- 
duction work. The remainder of $2,500,000 was for the over-all 
production guides work, including the completion of the work on 
cotton. 

Mr. Taper. When was the $2,500,000 put out ? 

Mr. Beacu. In the third quarter. 

Mr. Taper. That $2,500,000 includes a very considerable quantity 
of help; does it not? 
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Mr. Beacu. It includes principally per diem and travel of com- 
munity, county, and State people attending these meetings. The most 
of our county personnel are paid on a per-diem basis for the time 
they work; also the community committeemen. 

Mr. Taper. Would they be conducting these meetings, or would 
you send somebody out ? 

Mr. Bracu. They participate in the meetings. There is also 
included the cost of sending people out from Washington, which is 
a very small part of the cost. The burden of the cost is for travel 
and per diem in the States. s 

Mr. Taner. You only have 39 people and only have 14 people in the 
field ; so that you cannot have very many out, if that is the case. 

Mr. Bracu. That is right. Those are not the people who are 
working on production guides. 

Mr. Taser. You mean this does not include that ? 

Mr. Bracn. No. The production guides are handled almost 
entirely by our State offices. The work done in Washington was in 
determining what the guides should be before they were announced, 
which we charged to our other defense production funds. In other 
words, this $2,500,000 and $225,000 is almost entirely exclusively for 
States and counties in their work in getting production. 

Mr. Trice. May I also point out that no part of the funds we are 
requesting for use in the fourth quarter’goes for this type of work. 
This all came about in the third quarter, and this additional fourth- 
quarter request does not include anything for that purpose. 

Mr. Taser. You have a breakdown for expenditures other than 
requirements and allocations. You have that for the fiscal year 1951 
as $1,046,000, with the requirement as $543,000. 

Mr. Trice. That is correct. 

Mr. Taser. What is that for? 

Mr. Trice. That is for the fourth quarter—$543,000. 

Mr. Taper. Is that to pay your help, or what is it? 

Mr. Trice. It is for the requirements and allocations work here in 
Washington, for the Washington staff. 

Mr. Taser. That is to pay the help? 

Mr. Trice. Largely: yes, sir. 

Mr. Taser. And what is materials and facilities? 

Mr. Triec. The same thing—largely for payment of help. And 
that $732,000, together with the $543,000, totals $1,275,000, which is 
PMA’s part of this request. 

Mr. Taser. How much have you spent down to the 1st of March? 

Mr. Beacu. Through the 31st of January we had $535,190 of unob- 
ligated funds, approximately. 

Mr. Taner. The $1,060,000 represents what period of time? When 
did you get that allotment ? 

Mr. Beacu. That was for the second and third quarters, and the 
unobligated balance is as of January 31—the figure I just quoted. 

Mr. WiceLeswortH. You mean you got it on October 1? 

Mr. Breacn. Approximately on October 1. The Executive order, 
I think, was dated September 9. 

Mr. Taser. And you have about $300,000 balance ? 

Mr. Bracn. $535,000, approximately, is the balance as of January 
31. That will have to cover our obligations for February and March 
at the increasing rate. 
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Mr. Taser. How are you going to cover them ? 

rt heo~ ' . . 
Mr. Breacu. The $535,000 would have to cover our obligations for 
February and March. In other words, the request we are here for 
now is for funds for obligation beginning April 1. We think we 
will have sufficient funds to run us through March 31. We have 
reviewed the situation not over 3 days ago. 


Forest SERVICE 


Mr. Taner. With regard to the Forest Service, how much money 
have you had? 

Mr. Loveripcr. We have had $100,000, 

Mr. Taper. You have had $100,000? 

Mr. Loveriner. Yes, sir. 

Mr. ‘Taner. How much did you spend down to the Ist of March? 

Mr. Loverincr. We have estimated the figure to the 31st of March, 
$100,000. The Ist of March would be about $78,000. 

Mr. Taner. You mean you spent $78,000 to the Ist of March ? 

Mr. Lovertncr. Approximately that. 

Mr. Taser. That is $22,000 a month. You are not asking for more 
help, but you are reducing your requirement for help while your rate 
of expenditures goes up / 

Mr. Loverier. It does during the month of March, Mr. Taber. 

Mr. Taser. It goes up during the months of April, May, and June, 
with less help. That does not sound reasonable. 

Mr. Loveripce. We are undertaking a very big survey during the 
current month. We hope to button it up by the end of March. The 
expenditures to March 31 will be at approximately $100,000, as shown 
on page 3 of the project statement. Then for the balance of the period 
the number of personnel will again drop down, and expenditures after 
the big special job is done in March will be down to a rate of about 
$28,000 a month. 

Mr. Taper. You have $78,000 to the Ist of March. That is $22,000 
up to March. If you went on at the same rate that would be $66,000 
for the balance of the year. You are reducing the number of help from 
62to51. It does not work out. You have too much money ; that is all. 

Mr. Loveriper. The figure I gave you for the 1st of March, Mr. ' 
Taber, is an estimate. The figure we have for the 31st of March is 
$100,000. I will insert in the record the precise figure as of March 1. 
I do not have it here with me. 

(The information is as follows:) 

Obligations to the end of February amount to $50,731. 

Mr. Lovertnce. The number of personnel we will have on for the 
fourth quarter, and other expenses, will cost us $82,000, and that 
is at. a reduced rate of manning and a reduced rate of expenditures 
over the previous two quarters. 


Orrice or Foreign AGRICULTURAL RELATIONS 


Mr. Taper. As to the “Foreign agricultural relations,” how much 
help do you have on your regular roll! 

Mr. Rosstrer. Our total employment is 354, Mr. Taber. 

Mr. Taper. That is over all? 

Mr. Rosstrer. Over all. 
Mr. Tazer. Includes the national defense ? 
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Mr. Rossrrer. Yes, sir. 

Mr. Taser. Three hundred and fifty-four? 

Mr. Rosstrer. Yes, sir. 

Mr. Taser. tiow much of that goes to the 1951 appropriation ? 
How much of that is regular and how much of it is special? 

Mr. Rossrrer. About 110 are from regular appropriations. 

Mr. Taper. One hundred and ten? 

Mr. Rosstrer. Yes, sir. 

Mr. Taser. You mean your special appropriations are for 244? 

Mr. Rosstrer. That is correct. 

Mr. Taser. That is the defense appropriation, 244? 

Mr. Rosstrer. No. It is from many other sources. The regular 
appropriations covers about 110 employees, but we do work for many 
other agencies, such as the ECA, point 4. 

Mr. Taser. How much is the defense set-up ? 

Mr. Rosstrer. The defense set-up at the present time is 25. 

Mr. Taper. What do they do that is not a regular activity? 

Mr. Rosstrer. Well, Mr. Taber, we have reactivated the Production 
Supplies Division which is gathering information as to the need for 
farm machinery from the United States, as to the need for fertilizers, 
as to the need for insecticides, and also from where we can get raw 
materials for insecticides. 

Mr. Taser. A lot of these people are making fertilizer who were 
not making it when the war ended. They can take care of themselves 
to a large extent. They are making machinery, too, are they not? 

Mr. Rossrrer. The Production and Marketing Administra- 
tion wants to know what the requirements are for farm machinery, 
both domestic and for our friends. They want to convert that into 
steel to ask for steel allocations for farm machinery. We have to 
determine how much of this farm machinery our friends can obtain 
from other sources and how much they are depending upon from the 
United States. 

Mr. Taser. Your allotment was $45,000. How much of that did 
you spend down to the 31st of March ? 

Mr. Rosstrer. I do not have how much we have spent. Our obli- 
gations are $45,000. 

Mr. Taser. Your obligations are $45,000 through when? 

Mr. Rossrrer. Through March 31. 

Mr. Taser. You are asking for $40,000 for 3 months? 

Mr. Rossrrer. That is correct. 

Mr. Taper. You have been going 6 months on $45,000, and you want 
$40,000 for the last 3 months; is that right ? 

Mr. Rossrrer. This work began in November, Mr. Taber, and has 
been increasing month by month. We are now obligating at the 
rate of about $12,500 per month. . 

Mr. Taper. You have an increase here of seven people from your 
present roll. Your present roll is 25; is it not? 

Mr. Rosstrer. That is correct. 

Mr. Taper. You want to increase that to 32? 

Mr. Rossrrer. That is correct. 

Mr. Taner. Are they in this country or abroad ? 

Mr. Rossrrer. They are here in Washington. 

Mr. Taper. It seems like you ought to be able to take care of that 
with your regular personnel. You have quite a little regular force 
there now. 
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OFFICE OF THE SOLICITOR 


As to the Office of the Solicitor; what do you do with 15 lawyers over 
there / 

Mr. Bucy. I am not asking for 15 lawyers, Mr. Taber. 

Mr. Taser. Did I not understand you to say that ? 

Mr. Bucy. That is 15 people, not 15 lawyers. There are 10 lawyers 

and 5 nonprofessionals. 
Mr. Cannon. Off the record. 
P (Discussion off the record. ) 

Mr. Taner. What do you do with all those ? 

Mr. Bucy. We service the other agencies on all their legal work. 
We draft proposed allocation orders. 

Mr. Taner. Tell us a sample of the things you do. 

Mr. Bucy. For instance, the Quartermaster Corps comes in and says 
that they cannot obtain the processed foods that they require, and 
that they may need a set-aside order in order to take care of them- 
selves. It is necessary to sit down with the representatives of the 
Quartermaster Corps and of the administrative side, determine the 
nature of the order they want to put out, whom they want to affect, and 
put into legal form a regulation to control the food-processing indus- 
try by way of requiring theni to set aside a certain part of their pro- 
duction, how it shall be delivered, and the regulatory aspects of such 
a program. 

On priorities it is necessary, for instance, to prepare a complete 
regulation which controls the issuance of priority orders to obtain 
food for essential uses, for the armed services, or to fulfill contracts 
for the national defense. 

In requisitioning, it is necessary to do the same thing. 

3 In industry-advisory committees, it is necessary to prepare pro- 
| 3 cedures for the appointment of those committees and to control their 
| 4 activities in order to come within the framework of the antitrust laws 
and to get approval of the Antitrust Division so that the people you 
ask to serve on these committees will feel safe in serving. We spend 
quite some time with counsel for industrial firms all over the coun- 
try—some of whom have had brushes with the Antitrust Division, and 
do not want to expose themselves to any possible complication with the 
Antitrust Division. By reason of that, our attorneys have to attend 
these industry-advisory committee meetings, inform the industry of 
just where they stand in their actions, and ‘the requirements that they 
must comply with. 

When orders are being taken up with an industry advisory com- 
mittee, our attorneys have to be there to give advice to the committee 
and the Government chairman as to whether or not the proposals that 
: may be made by various representatives of the industry can legally 
, ; be effected within the framework of the Defense Production Act. 
| ; In addition, we give assistance on voluntary agreement activities, 
expansion of productive capacity through loans, guaranties, and 
other activities in the field, as well as serve as counsel on interagency 
committees, 

Mr. Taser. Does the military not have lawyers involved in getting 
those things ready, as well as the Production Administration ? 

Mr. Bucy. They have nothing whatever to do with this field. The 
Department of Agriculture was delegated the full allocation and 


date 
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priority authority with respect to food for human or animal consump- 
tion. 


Mr. Tazer. It does not go through the Production Authority at 
all? 


Mr. Bucy. It does not go through the Production Authority at all. 
They have no control over food. The definition of “food” includes 
your fibers as well, and the domestic distribution of farm machinery 
and fertilizer. 

Mr. Trice. Mr. Taber, may I make a comment as to this request 
for lawyers? 

We work very closely with them. We do not start an action in the 
Production and Marketing Administration, even in our regular work, 
but that we first call for advice and assistance from the Solicitor’s 
office. The help they give us, as Mr. Bucy explained, is of a high- 
level professional type of help. We make great demands on the time 
of those lawyers in the Solicitor’s office in order to be sure that, when 
we finally take action, it is authorized by law, correct as to legal form, 
and so forth. We make similar demands on the Bureau of Agricul- 
tural Economies and the Office of Foreign Agricultural Relations. 

We are the big claimants, so to speak, against the time of those 
people; and they are only carrying out their part of the work as it 
relates to the total job we have to do i in the Production and Marketing 
Administration. 

I just thought I should make that clear, because I think we utilize 
their time probably more than anyone. 


Orrice or INFORMATION 


Mr. Taper. As to the Office of Information, you have two people on 
the roll now. What was your allotment ? 

Mr. Wessrer. $4,100, Mr. Taber. 

Mr. Taper. $2,100? 

Mr. Wesster. No, sir; $4,100. 

Mr. Taser. You are asking for $25,000 more? 

Mr. Wessrer. Yes, sir. 

Mr. Taser. How much of this did you spend down to the 31st of 
March ? 

Mr. Wersrer. I do not have that figure. I presume it would be 
proportionate. In other words, it would all be spent by the end of 
March. 

Mr. Taser. You told us you had 135 on your regular roll. What 
you are getting is just additional requests for farm bulletins and 
that sort of thing; is it not? That is what your increase in mail is; 
is that not right? 

Mr. Wessrer. That is true, Mr. Taber, although the requests come 
for practically all the work we do. 

Mr. Taser. Cannot the 135 people take care of 4,000 a day? That 
is only 30 a day. If someone in my office could not do that, I would 
be terribly disappointed in him. 

Mr. Wessrer. The whole 135 are not handling publications. We 
have other functions in the Office of Information also. We have the 
preparation of publications. We have the preparation of a good many 
of these bulletins. 
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Mr. Taser. You would not be having any more preparation than 
you did before; would you? 

Mr. Wesster. Well, I think we have a good many new problems 
coming up. We have the whole field of fertilizers and insecticides 
and machinery and things of that kind, in which a good many of our 
publications are out of date and need revision. 

Mr. Taper. That is a routine thing which comes all the time; is it 
not? Naturally, if you do not keep up to date in peacetime, you could 
not expect to catch up in war. 

Mr. Wesster. I might answer that this way: In 1940, which was 
another defense period, we had 185 people in this appropriation. We 
are now down to 135. Our request for 1952 is for 133 people. 

Mr. Taper. That indicates that the Bureau of the Budget thought 
you had enough. | 

Mr. Weester. That is right, and for a normal, ordinary, peacetime 
operation, I think that would suffice. We can go along, and if a 
publication is out of date we can let it be out of date, but we feel we 
are under somewhat of an increased pressure now. We have a pretty 
important and big job to do, and we cannot run along in a routine way. 
Mr. Taner. I think that is all I have on that office. 


OFFICE OF THE SrecrerAry 


The Office of the Secretary is next. 

I should think that the Secretary could take care of what duties 
would devolve on him without any increase. 

Mr. Roserrs. On that, Mr. Taber, as I said before, the Secretary 
did not put additional men on for this work until it became absolutely 
necessary that he do so in order to assure proper agricultural repre- 
sentation on these interagency committees, boards and so forth, that 
are involved in defense program activities. 

To indicate the point I am making, of the $13,000 that is available 
through March 31, only $2,200 was made available in the second 
quarter of the current year. 

Mr. WiceeLeswortu. Do you mean obligated ? 

Mr. Roserrs. No. Made available for use. In other words, the 
$13,000 is divided between the second and third quarters as follows: 
$2,200 in the second quarter and $10,800 in the third quarter. That 
is the way it was obligated, also. 

Mr. Taser. I think that is all. 

Mr. Wiceteswortu. How many personnel and how many dollars 
are allocated to the Secretary’s office under the appropriation for 
regular activities ? 

Mr. Rozerts. The immediate Office of the Secretary, in the appro- 
priation for the regular activities, has a total as of March 6 of 49 
employees. I think that includes at least two and maybe three of these 
defense people, however. That figure does not include a special group 
working on the land and water functions and who are not involved in 
over-all departmental administration. 

Mr. WiceLteswortH. How many are in that? 

Mr. Rozerts. The 49 includes the staff of the Secretary, the Under 
Secretary, Assistant Secretary, a secretarial correspondence group, 
and a small staff that handles the quasi-judicial functions of the De- 
partment of Agriculture. 
80820—51—pt. 123 
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Mr. Wiecieswortu. How many are in the special group you re- 
ferred to? 

Mr. Roserts. In the special group there are 19. 

Mr. WiccteswortH. What is the dollars and cents involved ? 

Mr. Roserts. For the entire group, including the special group of 
19, it is $490,747. 


Bureau or AGricutruraL Economic: 


Mr. Wiee_esworrn. I think we did not go into the Bureau of Agri- 
cultural Economics? You have had $39,400 already, and you want 
$30,000 more; is that right? 

Mr. Newext. That is right. 

Mr. Wiceitesworrn. You had a personnel of 20 for defense pur- 
poses, which went to 30 as of the ait of March and comes down again 
to 20 as of the end of the fiscal year; is that correct 

Mr. Newewi. That is right, sir. The obligations to date on that 
have been $15,577. 

Mr. WigeteswortH. For what period ? 

Mr. Newewu. That is up to March 1. 

Mr. Wiceresworrn. Beginning when? 

Mr. Newetu. From the time of the allotment here. 

Mr. Wice_esworrn. When was that, October 1/ 

Mr. Newetn. November 1. 

Mr. WieeLesworrn. That is 5 months? 

Mr. Neweii. Yes, sir. 

Mr. Wiceieswortu. That is about $3,100 a month. That would 
look, on the face of it, as though you had enough to get by the rest 
of the fiscal year without any additional appropriation. 

Mr. Neweun. I would like to point out on that, if I may, that we 
have followed a policy, as I said in my first statement, of charging 
the costs only as we needed to. The program is stepping up very 
rapidly. I have not gotten a report from my field services for the 
last month. I do not know what that is. It is increasing. We are 
trying to carry on as much as we can with what we have, but the work- 
load is increasing rapidly and just recently we have had to reactivate 
the publication of all the minimum-price material, and it had a 
considerable increase in our fruit and vegetable work, which is coming 
on us right now, and we feel sure that we are going to have to step up 
this activity very much. I do not know what our actual costs were in 
the field, but we have been trying to keep that within the actual cost. 

Mr. Wicctesworru. You stated that for regular activities you had 
a personnel of 1,292 full time, plus 376 part time ¢ 

Mr. Neweiz. That is correct, sir. 

Mr. Wiccieswortn. What does that represent in dollars and cents? 

Mr. Newent. Well, the total appropriation for the Bureau is about 
$5,439,000, I think. 

Mr. Wiceteswortn. I do not know to whom this question should be 
addressed, but in your justification you give us a current employment 
of 577 at an annual rate of $3,211,600. According to my arithmetic 
that is an average of something over $5,500 per employee for this emer- 
gency set-up, as now constituted. That seems to be a pretty high 
average. 
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AVERAGE SALARIES 


Mr. Roserts. Mr. Wigglesworth, I think perhaps your attention 
should be called to the fact that the 577 employees they are using, 
which is one of your figures for computation, does not include the 
employment in the State and county offices. They are not Federal 
employees, but it was through them that the special production-guides 
work was performed for which the $2,700,000 was made available. 
To make the computation you have in mind you should deduct the 
$2,700,000, and then divide the remainder by the number of employees 
to get an average salary. 

Mr. Wicetesworrnu. All I know is that page 25 of the justifications 
on the first line is entitled “01, Personal services,” shows a current 
employment of 577.2 at an annual rate of $5,211,600. Is that an in- 
correct statement / 

Mr. Roserts. I thought you were using the total figure, Mr. Wig- 
glesworth. I think your computation is right. 

Mr. Wiceteswortnu. I would think so. 

Mr. Roserts. I would like to check that, because it sounds high 
to me. 

Mr. Wiceresworrn. It is very high, to my mind. I would like some 
explanation for it. Please insert something in the record at this point. 

(The information requested is as follows:) 

The average salary of $5,500 arises from the fact that a somewhat larger than 
usual proportion of the personal services covered by the estimate relate to 
individuals, including technical, industrial, or marketing specialists, who are 
involved in policy determination, negotiations with other Government agencies, 
trade and producer groups and individuals, and program direction and planning. 
To a large extent these individuals use and adapt to defense needs the statistical, 
economic, and other factual data developed in the regular programs of the 
Department, and consequently these funds are charged with a smaller proportion 
of clerical or routine operations. 

Mr. Wiceresworrn. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Davis? 


TRANSFER OF PERSONNEL TO DEFENSE PrOpUCTION FUNCTIONS 


Mr. Davis. Mr. Roberts, how much trouble would it be for you to 
furnish us with a breakdown of the people in the Department who 
have been transferred and are now credited under the defense pro- 
duction in grades 11 and above, showing their former salary in the 
Department and their present salary credited to defense production ? 
Would that be too big a job? 

Mr. Roserts. No; I do not think that would be too big a job. You 
are talking about just those in the Department of Agriculture? 

Mr. Davis. Those who have been transferred from the Department 
of Agriculture and credited to the defense work now at the present 
time in the defense agency. 

Mr. Rozerrs. You have in mind those who are spending full time 
on defense-production activities? As I pointed out earlier in the 
hearings, Mr. Davis, there are a number of employees, particularly 
in the PMA, who are on the rolls of PMA and are contributing part 
of their time to this work. 
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Reassignment of Department of Agriculture employees, GS-11 and above, to full- 


time work on Defense Production Act functions 





Production and Marketing Administration: 


1 Director, Office of Materials and Facilities sen ce GS-15 
1 Director, Office of Requisitions and Allocations Ee eye: eee GS-15 
8 deputy branch director i : GS-14 
2 assistant branch directors a : d SR edagbaandebiostosas GS-14 
1 assistant to branch director _ - i Sp ea SSRs ae! TPE TN GS-14 
2 agricultural economists - ids Ma! ne GS-13 
I eT saws sian tains Sl arlel Semna naa GS-14 
2 division chiefs ; apes! Lee he: Sate: GS-13 
3 industrial specialists : Yak SVS 86 AEs EAE GS-13 
4 marketing specialists. __ y PE G8-13 
1 .gricultural economist PN TU LE GS-14 
3 gricultural economists : lish Elie sk tires oh GS-13 
1 agricultural economist pr tute? GS-12 
1 Chief, Grain Export Control Section, T. and W. Branch____- GS-13 
3 administrative officers : LE Tea GS-13 
1 edministrative officer Tense WORLEY NS ok, GS-12 
1 industrial specialist . seed ese oh lab ae GS-14 
2 industrial specialists ; GS-12 
8 marketing specialists E00 rt Sa GS-12 
1 marketing specialist ee ae GS-11 
Pe cee oer ee Se Set aoa sean GS-12 
3 analytical statisticians ; 2 sea SF: GS-12 
1 anslytical statistician __....._.._- TB ay oe, Soon SL oe GS-1! 
4 administrative officers ; es Sk ee ed ae Wren ee GS-12 
2 administrative officers i aati aietcaniecadlipnialsin hele tebebinia ttaait chia eia aussie GS-11 
er eet ee EE a PF Pe GS-12 
Do Ate ceyeath~e GS-11 
1 assistant program coordinator vannet Ri BAA argh = GS-12 
1 marketing specialist . , ; 4 ; epee SS. Pern ae GS-11 
5 administrative officers * : : Ws ER cheated Ee “Bel GS-9 
2 agricultural economists GS-11 | 
1 analytical statistician ies ; GS-1 
OS EE EIT ELLIS i IO pacnapeie GS-9 
Forest Service: 
1 production coordinator : re th hick obthldadusbadaweea ele GS-14 
2 forest economists GS-13 


1 assistant coordinator 


1 forest economist et pe Ae Ske te 1S-12 | 

LN 4. con atten eck banwd shabanpket bwk bc canvadasina tps Reui a aeeabe ce | GS-12 | 

! forest economist ee: ns aiarniipineak ales neat GS-11 
Office of Foreign Agricultural Relations: | agricultural economist... _..__- .-- GS-1! 
Office of Information: ! information and editorial specialist ._...............- GS-13 
Office of the Secretary: t administrative officer EB peck Seg OS He RE | GS-14 


Grade from 
Agency and position which trans- 
ferred 





iw pehacncte GS-12 





Present grade 


GS-16 
GS-16 
GS-15 
GS-14 
GS-14 
Gs-14 
Gs-14 
GS-14 
GS-14 
GS-13 
GS-13 
G3-13 
GS-13 
GS8-13 
GS-13 
GS-13 
GS-13 
GS-13 
GS-12 
GS8-12 
GS-12 
GS-12 
GS-12 
GS-12 
GS-12 
GS-i2 
GS-12 
GS-12 
GS-11 
GS-11 
Gs-11 
GS-1} 
GS-12 


GS-14 
GS-13 
GS-12 
GS-13 
GS-12 
GS-11 
GS-11 
GS-13 
GSs-14 








Mr. Davis. I was mostly interested in the full-time people of grade 


11 and above. 


Mr. Roserrs. We will incorporate that in the statement the chair- 


man asked for. 


I think it is related material. 


Mr. Davis. That is before and after transfer. 


Mr. Roperts. 


Yes. 


(The information requested is as follows :) 


POSSIBLE SAVINGS 


Mr. Davis. Along the line of the question you asked, Mr. Chairman, 
in which you asked Mr. Roberts, I believe, to give you a summary of 
the people who have been transferred, and the total savings that they 
might make in the Department of Agriculture— 
Total savings out of the 1951 appropriation. 


Mr. CANNON. 











— SS 









grade 












chair- 
; 
: 

rman, 

ry of 

t they 
4 
‘ 





SHOTS i ag YON ce REI 


355 


Mr. Davis. Yes. I wonder if it would not be very useful to ask the 
staif of our committee to get information similar to that from all the 
other regular agencies and have that information for us by the time 
we get ready to mark up this request. 

Mr. Cannon. It would be helpful. 

Mr. Davis. That is all I have, Mr. Chairman. 

Mr. Cannon. Please insert in the record at this point a statement of 
the estimated commitment of the Department of Agriculture under 
section 302-803 of the Defense Production Act, showing the expected 
withdrawal from the Treasury by the end of the fiscal year. 

(The information requested is as follows :) 


Estimated value of facilities for which “certificates of necessity’’ for accelerated tax 
amortization will be requested 





| 


Agriculture | 








Forest 
products “begin 
facilities products 

Sr ed 3a eine a Gaooas wi _..| $77, 362, 089 $595, 150, 057 
TREND Bs MWe cecnunecsen occa SR we, &K Ee RENE 0 ..-..-| 200,000,000 | 700, 000, 000 


During fiscal year 1952 et WA Se . 600, 000,000 | — 280, 000, 000 





Secs. 302 and 303, Defense Production Act 














| j 
acted | Expected | 
| ae actual with-| Estimated | porimated 
tte | DPA committed draw als | Laesngg eventual 
n ; : . from ments in 7 
amounts | by Tre: > | effect after [Cast to the 
| June 30. easury | effect a ter Treasury 
195 by June | July 1, 1951 | 
am 30, 1951 | 
' 
Loans under sec. 302: | | | 
Production and Marketing Adminis- | | 
tration !.___......................-.../$73, 000, 000 |$50, 000, 000 | eee, 2 | ae 
Forest Service !__................-....-| 40,000,000 | 16,850,000 |_........_. | 40,000,000 J _-.-....... 
Procurements under sec. 303__._.....-.....|? 50,000,000 | 15,000,000 |____________| 30,000, 000 |5 $30 000, 000 
Actual expenditures, contracts above mar- | | 
I a EES (OS. WE Ses Re Freee he Pe eee Cee > 
Contingent commitments—market price | 
may not need any actual Government } 
i x. pcnlstid Grvtyu bled ninth ire badewte tn cililesitb ana ieitgigl Sarai aua se ae [BRANT 5 eee. ee 
NE die bes, cacctha'at ig he cetioker wae |163, 000,000 | 81,850,000 |__.--...___- 1143, 000, 000 30, 000, 000 


! The Department has authority to recommend the approval of loans. These estimates are based on 
anticipated applications for loans on fertilizers, the construction of forest products facilities, ete., which the 
Department will review. The amount of $40,000,000 shown for Forest Service was not included in the 
original Department estimate of budgetary requirements under sec. 302 of the Defense Production Act since 
the procedures and responsibilities of the Forest Service under the act had not been clarified at that time. 

2 Based on a program of procurement with CCC funds and reimbursement from DPA funds only for 
indemnification of potential losses. 

3 Since the estimates were prepared on Jan. 26, 1951, changed circumstances have resulted in a revised 
estimate of $30,000,000. 


Mr. Cannon. Thank you, gentlemen. 
The committee will convene in the morning at 10 o’clock to take up 
the estimates for the Defense Transportation Administration. 
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Tuespay, Marcu 13, 1951. 
DEFENSE TRANSPORT ADMINISTRATION 


WITNESSES 


JAMES K. KNUDSON, ADMINISTRATOR 

HOMER C. KING, DEPUTY ADMINISTRATOR 

FRANCIS A. SILVER, GENERAL COUNSEL 

PHILIP A. HOLLAR, SPECIAL ASSISTANT TO ADMINISTRATOR 
CLARENCE BARKER, ADIIINIO “RAT. VE OFFICDOR 

B. H. WISE, ASSISTANT SECRETARY, ICC (BUDGET OFFICER) 


Mr. Cannon. Mr. Knudson, we have been accustomed to deal with 
your office as the Office of Defense Transportation. I see that under 
the new order, as of last October 4, you are now the Defense Transport 
Administration. 

Mr. Knupson. Yes; we are, Congressman. 

Mr. Cannon. You are Administrator of that agency / 

Mr. Knupson. Yes; I am, and I am also an Interstate Commerce 
Commissioner. 

Mr. Cannon. You are an old friend of ours in a way. I used to 
meet you when we discussed agricultural problems. 

Mr. Knupson. That is right. 

Mr. Cannon. I do not know whether you have been promoted or 
demoted, but I feel certain that we have a good man on the job. 

I wish you would give us a brief comparison, Mr. Administrator, 
of the situation in the transport jndustry today as compared with the 
situation in 1940. 

I recall during the entire war your agency was one of the key or- 
ganizations of the entire set up, and sometimes when it looked as if 
it were impossible to keep traffic moving you did the impossible, and 
regardless of worn-out cars, blizzards, and what not you kept traffic 
moving. I trust that you are in a position to do that this time. I 
wish you would give us a comparison of the situation as it was at the 
beginning of World War II and the situation today. 

Mr. Knupson. Yes, sir; I shall be glad to do that in sort of an off- 
the-cuff manner. In the first place I have had to step into the shoes 
of th great Joe Eastman, and later of the great Colonel Johnson who 
opeiated ODT through the war years. 

Mr. Cannon. Yes; he had a remarkable record, and a very credit- 
able one indeed, and we are much indebted to him. 


GENERAL STATEMENT 


Mr. Knupson. We are faced with a good many of the same prob- 
lems today with which the Office of Defense Transportation was con- 
fronted when it was instituted. 

We have in the field of railroad operations the prospect this year of 
the highest traffic since 1944, the highest war year. Next year we 
believe that it will exceed the highest war year, 1944, and be an all- 
time high in the traffic of the United States. 

We had to handle that traffic, the railroad system, and I will speak 
first of the railroads, and in many particulars they are in much better 
shape than in 1940. The trackage, I think, is in better condition, 
the motive power is greater. The boxcars and other freight cars that 
we have are, in the main, in better condition, but I think that we do 
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not have as many of them as we had in 1940. In any event we do not 
have nearly enough cars to handle the tremendous load of traffic that 
will be imposed on the railroad system this year and next year, and 
probably the year after, if we can gaze that far in the future. So that, 
our transportation problem this year, as far as the railroads are con- 
cerned, is going to be one of the roughest problems this country has 
ever faced for many years, if not the worst ever. 

We have, in view of that fact, as did ODT in the early years of 
World War II, instituted some car-building programs for the rail- 
roads. We would like to have 300,000 freight cars built just as soon 
as possible, and, personally, I doubt that that will be enough, but 
that is the goal we have set. 

We had the steel allocated for the construction of 10,000 cars a 
month in the second quarter of this year. That was cut down to 9,000 
in May, and we have reason to believe it may be raised to 10,000 again 
in June. 

Therefore, we are making valiant efforts with the National Pro- 
duction Authority and the Defense Production Administration to 
have that accomplished. Now, even if we had 10,000 freight cars 
constructed a month there would be only a net gain of somewhere 
around 5,000 cars because of the retirement and obsolescence of some 
of the old cars, so that if we do have 10,000 built all of the rest of 
this year and for the most of next year, we would still be in some 
difficulty, and we are trying to work our way out of that by stepping 
up the use of the available freight cars. 

We, that is the Commission, upon DTA representation, are issuing 
from day to day, as occasion demands, service orders, which are ad- 
ministered by the Commission’s Bureau of Service. The Bureau of 
Service of the Interstate Commerce Commission, works in close co- 
operation with the Defense Transport Administration. Such orders 
as we—that is, the Commission or DTA—will issue will be orders 
on demurrage, orders increasing demurrage, and an order last week 
which puts all of the port elevators under a certificate plan so that 
we will be able to move 1,500,000 tons of grain per month through 
the ports this year. 

We will have an overbearing movement of coal through the ports 
before the year is over. At the moment we have a car shortage total- 
ing between 25,000 and 30,000 freight cars a day. 





PUBLIC RELATIONS CAMPAIGN 


Now, over and above these orders that we are issuing we have a 
public relations campaign under way, pursuant to which we are ap- 
pealing to the railroads and to the shippers who use the railroads 
to speed up the availability and turn-around, and so forth, of cars, 
to cut down the wasteful use of cars in many different ways, and 
it is a day-to-day struggle just to keep the shippers satisfied. 


EXCEEDINGLY DIFFICULT IN RAIL TRANSPORTATION 


I have no hesitation in telling you, and I entertain no illusions at 
all about this year, that we are going to have an exceedingly difficult 
year in rail transportation, and it is going to require careful admin- 
istration and detailed watching to get enforcement and to make the 
cars that we have go around to the shippers. 
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Mr. Cannon. Summarizing the situation, then, you have in pros- 
pect a greater burden, a greater responsibility, a greater volume of 
traffic to handle than you had 10 years ago at the beginning of the 
last war, and to meet that situation you have about the same amount 
of equipment, but you think that you can adopt improved methods 
which will assist you in better Anak ysl si and distributing the 
load. 

Mr. Knupson. Yes; I think we can profit a great deal by the ODT 
experience. 

COOPERATION OF THE RATLROADS 


Mr. Cannon. Are the railroads cooperating ? 

Mr. Knupson. Yes, sir: the railroads are cooperating excellently. 
They have ordered 140,000 freight cars which they are paying for 
out of their own pockets, and we expect them to order another 140,000 
before the year is over. 

Mr. Cannon. The construction is proceeding, then, just as rapidly 
as the allocation of steel will permit, and steel is the bottleneck in 
construction ¢ 

Mr. Kwupson. I do not believe the construction is proceeding as 
rapidly as steel will permit, because I do not think the total cars 
manufactured will be all the cars that the railroads might continue 
to build if they had the steel to accomplish the building of them. 

Mr. Cannon. And steel being the primary essential, you cannot 
build cars any faster than the steel is allocated ? 

Mr. Knvupson. That is right, generally speaking. 


SHORTAGE OF FREIGHT CARS 


Mr. Cannon. You are short about 30,000 cars a day. Are your 
cars distributed equitably and under conditions so that each shipper 
gets a fair share of what is available? 

Mr. Knupson. There have been places in the United States where 
equitable distribution has not been effected. We think we are on 
top of that situation now, and are going to try to effect an equitable 
distribution. However, I will say this, that equitable distribution 
has to be sort of a flexible concept. 

Right at the moment, for instance, we have a lot of distressed wheat 
with some 16-percent moisture in it, out in North and South Dakota 
and eastern Montana that must be moved as it will spoil if it is not 
moved, and in order to move that we are sending through the western 
gateways, St. Louis and Chicago, about 1,100 cars a day now, and 
it may be necessary to move 300 or 400 cars out in the Pacific Northwest 
for shuttle service, and it is plain to see, of course, with these cars 
sent out to the West there may be certain shippers in the East who, 
for the time being, will suffer. 

Mr. Cannon. Wheat is your most imperative commodity at this 
time / 

Mr. Knupson. Yes; at the present time. 

Mr. Cannon. What is next ¢ 

Mr. Knupson. Tank cars are short. The petroleum movement is in 
distress. 

Mr. Cannon. Wheat is first, then oil, and then what is next? 

Mr. Knupson. The third at the moment is fresh fruits and veg- 
etables. We have had a car shortage in the last week, a refrigerator 
car shortage, and we have had some distress down in Florida that we 
have been trying to alleviate yesterday and today. 
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COAL 


Mr. Cannon. Are you able to supply all the demands for coal up 
to this time? 

Mr. Knupson. We have been able to supply the coal demands pretty 
well except for some spot shortages. I have in mind the lignite troubles 
we had out in South Dakota Jast fall, and certain movements of coal 
for stockpiling your steel mills, the Kaiser mill, for instance, out in 
California. There again I will say that we are going to have some 
coal troubles before the year is over, because we will have to move a 
great volume of ore this year in the same kind of cars in which coal 
is moved, hoppers and gondolas, and there will be times this year when 
we will have shortages of coal cars. 

Mr. Cannon. Now, that is your rail situation. What is your next 
method of transportation ? 


‘. Moror-Carrier TRANSPORT 


Mr. Knupson. The motor-carrier field is something to which I 
would like to allude for a moment. 

At the time of Pearl Harbor we had 4,500,000 trucks of all kinds. 

Mr. Cannon. And what have you today? 

Mr. Knupson. We have today about 8,500,000. 


HIGHWAYS 


Mr. Cannon. What about the mileage of highways available in 
1940 and today ¢ 

Mr. Knupson. Well, just a general statement on that, the highways 
are not in as good condition today as they were in 1940, Mr. Chairman. 

Mr. Cannon. But ‘we have much more mileage of highways today 
than we had in 1940? 

Mr. Knupson. I think we may have more mileage of highways, 
but they have suffered a great deal in the traffic that has moved over 
them in the last 10 years. 

Mr. Cannon. Evidently, then, your motor transportation is in 
much better shape than it was 10 years ago. 

Mr. Kwnecpson. Except for two reasons. 

Mr. Cannon (interposing). As contrasted with rail transportation 
it has made much greater improvement in facilities. 

Mr. Knupson. Yes; except that the average age of these 8,500,000 
trucks is greater than the average age of the 4,500,000 at the time of 
Pearl Harbor. 

Mr. Cannon. But your car of today has a much longer life and 
service than the old car in 1940, has it not? 

Mr. Knupson. I think so, but it gets us into spare-part troubles, Mr. 
Congressman, because the carburetors, and the axles and all of the 
rest of the parts of the car wear out, and we are going to be in the 
midst of a very serious spare-part program here before long to keep 
these trucks running. 

OVERLOADING 


Mr. Cannon. One of your problems there, or, at least it ought to 
be, is overloading. Is that within your jurisdiction ? 
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Mr. Knupson. Yes; it is within our jurisdiction, and I have taken 
steps within the last 2 or 3 days about that. We are dead set against 
overloading as such that will break down highways, but there is cur- 
rently a persistent lack of enforcement by State laws in this country 
that would allow a truck, let us say, moving from California with a 
nonhighway trucking load to go to Boston, without shifting the load 
two or three times enroute, so we are urging the Governors to do what 
President Roosevelt and Mr. Eastman did in ODT, to get them to 
review their laws in that respect. 

Mr. Cannon. Are you paling practical steps in that direction, or 
are you merely being satisfied with stating your views on the question ¢ 

Mr. Knupson. We have said that the ASHO Code, which is based 
on engineering studies specify a mimimum of an 18,000-pound axle 
load is the kind that we would like to see the States adopt, and then 
depending on the individual road conditions within the States to allow 
as much over that as they can consistently. 

The reason we are doing that is because the truck traffic is more 
than these 8,500,000 can carry at the present time. We have had a 
great deal of merchandise traffic in the last 10 years go from the rails 
to the trucks, not only because the trucks are carrying it at a cheaper 
cost, but their service is better, and it has gotten to the point now where 
they have more than they can handle, and we can kind of alleviate this 
by getting the States to cooperate in breaking down these barriers in 
the different State laws. 

Mr. Cannon. Now, what practical steps are you taking to bring 
about standardization? Do you satisfy yourselves by merely stating 
your position? No matter how justified you are in that position your 
State legislatures and your State governors are going to overlook, 
perhaps unconsciously what you say. What are you doing to actually 
bring it from that to getting results out of the next session of the 
legislatures ? 

Mr. Knupson. There are 40 States whose legislatures are in a State 
of session now. I have taken this position, that the time has not come 
yet when the Presidential authority delegated to me can be used to 
override the State legislatures. I do not think we have reached that 
point in our defense economy or preparations as yet. We, therefore, 
have only gone so far as to invite the attention of the governors in a 
detailed letter that went out the first of this week to the seriousness 
of this problem and asked them to cooperate by getting uniform laws 
passed, and getting in those laws a provision that will enable the 
governors to exercise emergency jurisdiction if the occasion arises. 

In that letter it was stated that if the governors did not take action 
in this field it would be an open invitation for us to commit elements 
of the Federal Government to do so, having in mind, of course, that 
Congress might want to do something about it. 

Mr. Cannon. What reaction are you getting from those letters? 

Mr. Knupson. We have not had any reaction yet. The letter only 
went out Friday, but [had made a speech on the subject in Miami, Fla. 
about 3 or 4 months ago which had much the same substance in it as 
the letter, to the State highway commissioners, and another in Phoenix 
Ariz. to the public utilities commissioners of the various States, and 
the reaction we got was mixed. Some of the governors thought we 
were going off the beam, and that if they followed what we have said 
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it would break down the rates. I think they confused what we are 
trying to do with the present overloading which is going on in the 
States, which we do not endorse. We want the loads only up to the 
limit of what the highways can carry on them. ; 

Mr. Cannon. You do not say that the load you recommend is one 
which will preserve the average highway throughout the Nation? 

Mr. Knupson. Yes; we think it is because the load we are recom- 
mending has been based on an engineering study, an 18,000-pound axle 
load. 

Mr, Cannon. I do not think you can emphasize too strongly that 
one problem because we have brand-new roads just torn to pieces in 
one trip by one single truck, and if we are going to get our highways 
in shape for war traffic, in case they should be needed for that purpose, 
there certainly should be some standard that would protect them 
against overloading. 

WATER TRANSPORTATION 


Now, as to water transportation, what is the situation there? 

Mr. Knupson. Water transportation, as far as the Defense Trans- 
port Administration is concerned, involves movements by river, by 
lake, and certain vessel traffic that moves in harbors. 

The President saw fit to delegate authority to the Commerce De- 
partment to handle intercoastal and coastwise water transportation 
for the duration of this emergency. 

Mr. Cannon. You mean that it is taken out from under your 
jurisdiction ¢ 

Mr. Knupson. Yes, sir. 

Mr. Cannon. Why should not all of the transportation be handled 
by the one Administration, by the one agency? What advantage is 
there in dividing the control of transportation ? 

Mr. Knupson. I personally see no advantage, and I see some dis- 
advantages, but it was done, and I am trying to live with it by co- 
operating very fully. : 

Mr. Cannon. When was that done? 

Mr. Knupson. It was done in the Executive order of the President. 

Mr. Cannon. On the 4th of October ? 

Mr. Knupson. No, sir; on September 9. 

Mr. Cannon. That was previous to the creation of your Adminis- 
tration, then? 

Mr. Knupson. That was about a month previous, and it was that 
order that gave me, as Commissioner, the power to set up the Defense 
Transport Administration. 

Mr. Cannon. On what theory was that turned over to Commerce ? 

Mr. Knupson. I can only speak from what we hear, Your Honor, 
from my personal understanding, because I was not present in the 
councils where it was done, but the Department of Commerce has the 
Maritime Administration under it, and the Department of Commerce 
has been over the years more conscious, I think, of water transporta- 
tion problems than some of the other Government agencies, and I 
imagine it was those factors that activiated the delegation of the 
authority. 

Mr. Cannon. Where is the dividing line between your supervision 
of water transportation and the Department of Commerce's super- 
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vision of water transportation, where is the line of demarcation be- 
tween the two? 
Mr. Knupson. Here is the delegation: 


To that Commissioner of the Interstate Commerce Commission who is responsi- 
ble for the supervision of the Bureau of Service of the Commission— 


which happens to be me— 

with respect to domestic transportation, storage, and port facilities, or the use 
thereof, but excluding air transport, coastwise, intercoastal, and overseas ship- 
ping. 

Now, the execution left us was as far as the domestic transportation 
is concerned, operating in the field of inland waterways, that is, 
barges and tug boats and all of the rest of the craft that ply the 
rivers, ferry boats, and some of the tug boats, and so forth that apd 
in the harbors, and the harbor boats, and we also have control over 
the Great Lakes. We do not have control over, and we cannot exercise 
controls over intercoastal craft, coastwise shipping and overseas ship- 
ping. The Secretary of Commerce was given those authorities. 

Mr. Cannon. As far as that field of water transportation over 
which you do have jurisdiction is concerned the facilities have been 
increased in the last 10 years, have they ? 

Mr. Knupson. Let us talk first about the river carriers, the barge 
operators, they are the men who principally ply the rivers. I believe 
the barge facilities at the moment are greater than they were in 1940, 
and there again there is an insufficient barge volume to handle the 
traffic. The great volume of petroleum products moves by barge, and 
at the present time we have a program before the NPA for the con- 
struction of several hundred new barges of various kinds, most of 
which are the petroleum tanker type. 

Mr. Cannon. Taking specifically now those operating on the Mis- 
sisssippi River and on the Ohio River, the Government-owned barges. 

Mr. Knupson. The Federal Barge lines! 

Mr. Cannon. Yes; the Federal barge lines. Are their facilities 
increasing and is the amount or volume of freight moved by them in- 
creasing from year to year? 

Mr. KNupson. I think the industry as a whole has, but their fa- 
cilities have only increased, as far as [ know because of this integrated 
barge. I believe they have some pending for enlargement. , 

Mr. Cannon. Has the demand for their service increased ? 

Mr. Knupson. The demand for the services of all barges has in- 
creased, I mean including the Federal. 

Mr. Cannon. What about the rates at which commodities can be 
moved on these lines as compared with other methods of transporta- 
tion? 

Mr. Knupson. Well, there is still the inherent advantage of mov- 
ing most slow-moving traffic by river. 

Mr. Cannon. It is the cheapest form of transportation that there 
is? 

Mr. Knupson. Yes. 

Mr. Cannon. And it is satisfactory with respect to slow-moving 
commodities as to which there is no need for fast service ? 

Mr. Knupson. Yes: and I will go one step further and say that it 
shall be our purpose, in order to relieve this freight-car shortage, to 
make even greater use of the waterways. 
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Mr. Cannon. I should think that would be highly advantageous. 

Mr. Knupson. Yes, sir. 

Mr. Cannon. It would take that much of a burden off of other 
means of transportation and do it cheaper and just as satisfactorily 
outside of the time limit which does not apply to petroleum products, 
brick, coal, wheat, and many commodities of that character. 


LAKE TRANSPORT 


Mr. Knupson. May I say a word about lake transpert? In order 
to step up our production of steel to something over 100,000,000 tons 
a year, the goal. I think, is about 120,000,000 tons a year, we have to 
get our ore from somewhere. Most of the ore has been coming into 
the steel-producing area from the Mesaba Range which involves 
pretty largely a water movement. 

In order to get enough ore to keep the steel mills running at the 
capacity that is expected of them we have estimated for the construc- 
tion of several new ore boats to move through the Lakes. In other 
words, we have to actually get the transportation question assured 
on the Great Lakes. 

We are also now in the process of trying to get some of the smaller 
boats that are tied up by the Navy in the Reserve Fleet to put into 
the Lakes for the purpose of getting wheat moved across the Lakes, 
further to relieve the boxcar shortage. 

Mr. Cannon. The same advantage accrues in your lake traffic 
as it does in your river traflic, it has the same advantages ? 

Mr. Knvupson. I think ratewise that would be true, except possibly 
for the package freight which was formerly on the Lakes. There 
used to be a substantial amount of package freight that moved on 
the Lakes, and the motor carriers have taken that over pretty largely. 

Mr. Cannon. It is your fixed and definite policy to encourage the 
increase of facilities for water transportation and to expand water 
transportation wherever practicable ? 

Mr. Knupson. My fixed policy is to observe the policy of Congress 
and the Interstate Commerce Act known as the National Transporta- 
tion Policy, to preserve and promote all forms of transportation, giv- 
ing recognition to the inherent advantages of each for the national 
defense, for the postal service, and for the commerce of the United 
States, and that policy has been grafted on to our activities as the 
Defense Transport Administration. 


ATR TRANSPORTATION 


Mr. Cannon. Now, as to air transportation, what is your connec- 
tion with air transportation, if any / 

Mr. Knupson. We have no control over air transportation at all. 

Mr. Cannon. Where is that control vested ? 

Mr. Knupson. That control is vested in the Department of Com- 
merce in the Civil Aeronautics Authority where a defense agency, 
I believe, has been set up to exercise defense controls. 

Mr. Cannon. Your field is limited then, to rail transportation, 
motor transportation, highway transportation, and inland water 
transportation ¢ 

Mr. Knupson. Yes. 
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Moror TRANSPORTATION 


Now, it should be brought out, of course, Congressman, that in motor 
transportation, for instance, and highway transportation, there are 
about eight or nine different segments which include all of the intra- 
state vehicles such as streetcars, motorbusses, and busses for running 
bet ween cities. 

Mr. Cannon. They also come within your province? 

Mr. Knvupson, And also trucks and passenger-carrying automo- 
biles, taxicabs, everything that moves on rubber wheels unless it is 
a private truck used right within a plant. 

Mr. Cannon. Approximately what is the number of transport or- 
ganizations with which you are dealing directly ? 

Mr. Knupson. There are eight different fields in motor carriage, 
three or four in water, and there are six hundred-some-odd railroads, 
and, well, I do not know, I would say conservatively may be 5,000. 

Mr. Cannon. It is a big field. 

Mr. Knupson. Yes, sir; it is a tremendous field. 

Mr. Cannon. Of course, the Second World War was a great labora- 
tory in all departments, both of industry and war. We learned many 
valuable lessons. 

Mr. Knupson. Yes, sir; we certainly did. 

Mr. Cannon. And you are utilizing to the utmost your experience 
with transportation problems which develop, and which were solved, 
as far as they could be solved in the Second World War. 

Mr. Knupson. We have gone one step further than that. I am not 
relying on my own experience and on my very fine staff which 


I am building up now, but to the national headquarters has been 


brought a group of experts to work on this transportation problem 


under the general direction of Colonel Johnson and a very fine docu- 
mentation of experience of ODT, including recommendations for the 
future handling of traffic in an emergency period is in the files and 
available to us, and we are consulting it every day. Moreover, I have 
Colonel Johnson right at my elbow, down just one floor below me, 
and he is sort of a patron saint in documentation and in giving us his 
views. 

Mr. Cannon. Iam sure that you are very fortunate in that respect. 

Mr. KNupson. We certainly are. 

Mr. Cannon. To have his advice, counsel, and experience available. 

Mr. Knvupson. I want to say this also, if I may, that we are making 
use for the first time, as I understand it, in this whole scheme of things, 
of an old line agency of Government. We are making use of the 
Interstate Commerce Commission. 

Mr. Cannon. What is your working relationship with the Inter- 
state Commerce Commission / 

Mr. Knupson. May I ask you to refer to that chart on the first page 
of this compilation which we have given you? It was my intention 
when I took this assignment on to hold down the expenses of the 
taxpayers to the very minimum. The President had said that he 
wanted the existing agencies of Government to be used to the limit 
of our ability to use them, and taking him precisely at his word, and 
therefore as 1 of the 11 Commissioners, I entered into negotiations 
with the other 10 of my brethren to use the facilities of the Interstate 
Commerce Commission in the administration of these functions and 
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these authorities to the greatest extent possible. Now, it is under- 
stood that the ICC cannot act in intrastate fields. It is an interstate 
agency. We use the Bureau of Service, for instance, in this car- 
shortage field. 

Mr. Cannon. In your jurisdiction there are no State lines. 

Mr. Knupson. That is right. We have entered into an arrange- 
ment with the Bureau of Motor Carriers of the Interstate Commerce 
Commission, which has about 90 field offices, and through those field 
offices have gathered information and administered certain phases 
of the Defense Transport business in the field. In other words, in- 
stead of setting up DTA field offices we are using ICC field offices. 
It will be necessary to put on about 50 people in those offices to aug- 
ment them for this service. 

We believe in this way we are carrying out the idea of the Presi- 
dent and the intent of Congress and getting very efficient representa- 
tive type of administration in this field. 

We are about to enter into an agreement with the Bureau of Water 
Carriers of the Interstate Commerce Commission to put a few men 
in their field offices that will expedite this movement by water that we 
have spoken about, the barge movement, the Great Lakes movement, 
and so forth, so that our relations with the Commission are not just 
on a casual handshake basis. They are on an active day-to-day 
working basis. We have set up a minimum operating fund to carry 
the load. 

Mr. Cannon. You are keeping regularly and continuously in touch 
with them? 

Mr. Knupson. I sit with my brethren, oh, several times a week 
on various things, and I intend to keep up that contact, if for no 
other reason than to keep enlisting their services in this great field 
of defense. I believe it can be worked out in a salutary way. 


Loans AND LOAN GUARANTIES 


Mr. Cannon. Mr. Administrator, how far does your relationship 
extend as to loans and loan guaranties, and the granting of tax 
certificates 

Mr. Knupson. We have about $1,300,000,000 in money, and around 
80 applications. 

Mr. Cannon. You have no final jurisdiction, but are merely a col- 
lateral consultant ¢ 

Mr. Knupson. We have recommending powers, you might say. 
An application for accelerated amortization or anything involving 
transportation within the limitations that are prescribed, warehous- 
ing, storage, and port facilities, and you may want to ask some ques- 
tions about the latter two, are transmitted to us by the Defense Produc- 
tion Administration, and we have at the present time a staff of about 
30 people operating on more than $1,000,000,000 worth of these ap- 
plications. 

Mr, Cannon. You already have applications aggregating $1,000,- 
000,000 ? 

Mr. Knupson. $1,300,000,000 at the present time. 

Mr. Cannon. How rapidly are you processing those ? 

Mr. Knupson. We are processing fa at the rate of about 16 cases 
a day. 

Mr. Cannon. Do you have a backlog piling up ? 
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Mr. Knoupson. It was piling up for a while, but I think we have 
turned the corner now, esl will get them out. 

Mr. Cannon. You are keeping nearly current? 

Mr. Knupson. Yes, we are keeping nearly current. We have had 
four-hundred-some-odd cases that were filed before we got our organi- 
zation set up, and I am struggling now with an administrative deci- 
sion as to whether to build that organization up to get these things 
out and then have to release people or to use the existing number that 
we have and work off the load just as soon as we can. I would appre- 
ciate some advice in that respect. That is one of the dilemmas we 
work with. 

Mr. Cannon. How much money do you estimate will be required 
for loans and loan guaranties by June 30, the end of this fiscal year? 

Mr. Knvupson. You mean on the allocation of funds? 

Mr. Cannon. Yes; payments of money which you will recommend 
within that time. 

Mr. Knupson. If I understand your question correctly, it is how 
much money for the administration for those two particular phases 
of the work will we have to have; is that your question ? 

Mr. Cannon. I would like to know what is the total sum of money 
that you will, by the end of the fiscal year, recommend to Mr. Harrison 
for approval. 

Mr. Knupson. For accelerated tax amortization, or loans or both ? 

Mr. Cannon. First, loans alone, and then tax acceleration. 

Mr. Knvupson. We have about $27,000,000 currently pending in- 
loan accounts. 

Mr. Cannon. But you will not approve all of that amount? 

Mr. Knupson. That involves I do not know how many loans. It 
is fewer than 100. They are coming in now and many of the loans 
will be denied. Some of them that are granted will be cut down 
substantially. We are just getting started in that field now. 

Mr. Cannon. So that, judging by your experience up to this time, 
you will probably approve what amount. in your recommendations to 
Mr. Harrison by the end of the fiscal year ? 

Mr. Knupson. Between now and the Ist of July? 

Mr. Cannon. The 30th of June. 

Mr. Knupson. Well, it would be a wild kind of a guess. I might 
say $15,000,000. 

Mr. Cannon. $15,000,000 would be the outside ? 

Mr. Knupson. We have one large loan for $6,000,000 or $7,000,000 
pending. Most of the others are small ones. 

I would hazard a guess of about $18,000,000, but that may prove 
to be very conservative. 

Mr. Cannon. What class of industries are applying to you for tax 
amortization ? 

Mr. Knupson. Everything in transportation. I suppose, money- 
wise, the most of our tax applications are coming from the railroads 
who have ordered 150,000 freight cars and a couple of thousand 
Diesel engines and are improving their yards and ear-building facili- 
ties, all in the interest of defense. As a matter of fact, it is very 
doubtful in my mind that they would have the incentive to do this 
were it not for this accelerated tax amortization, in view of their 
present revenue position. 
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NUMBER OF EMPLOYEES 


Mr. Cannon. You report 101 employees on the rolls of the Defense 
Transportation Administration as of February 28. Is that the last 
date on which you have data ? 

Mr. Barker. As of today there are 142. 

Mr. Cannon. Has there been an increase of 41, then, since Feb- 
ruary 28? 

Mr. Barker. We have put on quite a few. 

Mr. Cannon. How many of those 142 were recruited from the 
Interstate Commerce Commission ? 

Mr. Barxer. I would say 10 or 12. 

Mr. Cannon. A comparatively small number? 

Mr. Knupson. Yes. I am trying not to raid the Commission, you 
know. 

Mr. Cannon. Where are you getting them? Do you get them from 
other departments? Are they men who have had individual ex- 
perience in this work, or are they new and untried material ? 

Mr. Barker. I cannot give you an exact figure, but, generally speak- 
ing, we have been able to get several employees who formerly worked 
with ODT. I would say our key people are persons who had ex- 
perience with ODT. 

Mr. Cannon. It is to your decided advantage to have people with 
that experience ¢ 

Mr. Ke “verybody we have is experienced in the work he is 
doing—that is, all of the key people. I am not getting down to 
stenographers and people like that. There are a good many of the 
key people who had experience with ODT, and there are others from 
industry. They are all experienced people in the work they are 
doing. 

Mr. Cannon. Have you now reached your maximum employment 
of 142% Do you think that will be sufficient for the remainder of this 
year? 

Mr. Knupson. No. We have estimated an employment of 159 by 
June 30—an increase of 16. 

Mr. Cannon. Why would you need 17 experienced men above what 
you have at this time? 

Mr. Knupson. The most of our endeavor up to the moment has 
been to get people of this top echelon, to get the divisions and branches 
and units set up, and our Sivite from now on is going to be to get 
understudies, subordinates, and line workers for the various divisions. 


SPACE 


Mr. Cannon. You are well housed at this time; you have ample 
space for your operations? 

Mr. Knupson. I will put it this way. ODT had 5,000 people when 
it reached its zenith, about 1,000 of whom were in Washington. The 
Interstate Commerce Commission, the Post Office Department, and 
the Labor Department moved over to accommodate these 1,000 people. 
The Interstate Commerce Commission were moved over so far to 
accommodate the 142 of ours, that we are getting tight for space 
now. We believe we can get through until the Ist of June or maybe 
80820—51—pt. 1——24 
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sometime thereafter, but the space situation is going to worry us before 
this year is over. 


Estimated REQUIREMENTS, 1951 


Mr. Cannon. Mr. Knudson, if you will, I wish you would give us 
a tabulated summary of your estimated requirements under sections 
302 and 303—the sections we have just been talking about—as per 
pr attached form I will submit to you. It indicates the information 
are requesting from each activity. 
“Mr. Knupson. We will be glad to do that and submit it. 
(The information requested is as follows :) 


Estimated requirements under Secs. 302 and 303 


| 





Expected | 
Expected (actual with- 
DPA DMA to be com- drawals 
astunasnvtis revised mitted by from 
: “| amounts | end of fiscal | Treasury 
year by end of | 
fiscal year 


Estimated 
jcommitments, Estimated 
in effect after| eventual 
beginning of | draft on the 
new fiscal Treasury 
year! ‘ 


Item 


(1) : ; (4) 


A. Loans under sec. 302 $13, 967,997 | $3, 491, 999 | $10,475, 998 | $10, 475, 998 
B. Procurements under sec. | | 

302 None None | None | None 
C. Actual expenditures, 

contracts above mar- | 

ket, sec. 303___- , None None None None 

‘ontingent commit- | 

ments. Market price 

may not need any 

Government actual ex- | 

penditures None None None None 

Total 13, 967, 997 3, 491, 999 | 10, 475, 998 10, 475, 998 


¥ | This column is interpreted as carry-over of previously commited funds, not otherwise expended. If it 
is intended to denote possible new commitments obligated after June 30, 1951, this figure should be revised to 
$51,880,400. Similarly, column (7) should then read $38,910,300 


EXPLANATION OF ESTIMATES 


As of March 9, 1951, 30 section 302 loan applications have been filed with the 
Defense Transport Administration, with a total dollar volume of $27,935,994. 
The over-all average amount per application is approximately $931,2 200 ($27,- 
935,994--30). Fourteen weeks have elapsed since we commenced business (Decem- 
ber 1, 1950, to March 9, 1951). Therefore, during that time, the applications 
have been filed at the rate of 24% applications per week. Based on the average 
amount of $931,200 dollar volume per application, the average weekly dollar 
volume of the applications filed to date was $1,995,400. 

Assuming that applications continue to come in at the current rate, approxi- 
mately 35 additional applications will be filed during the remainder of the 1951 
fiscal year (16 weeks, March 9 to June 30, 1951). Also assuming that the average 
dollar volume per application will remain about the same the total dollar volume 
for the 35 additional applications would be approximately $32,592,000. 

It is anticipated that all applications filed up to March 9, 1951, will be proc- 
essed by June 30, 1951, and that approximately 50 percent of the total dollar 
volume of loans sought will be recommended for approval. That would mean 
approximately $13,967,997 would be committed by the end of the 1951 fiscal year 
(column 4 above). Since a large portion of the loans granted would be placed 
in revolving funds, for construction of projects requiring several months, or 
otherwise disbursed after certain contingent events, it is estimated that only 
about 25 percent or $3,491,999 would be actually withdrawn from the Treasury 
by the end of the fiscal year (column 5 above). 

Alternate figures for columns 6 and 7: Column 6: $1,995,400 times 52 equals 
$103,760,800 ; 50 percent of $103,760,800 equals $51,880,400. Column 7: 75 percent 
of $51,880,400 equals $38,910,300. 
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Mr. Kirwan. I was interested in your statement about the tax- 
payers. You say you are going to make every effort to cut things 
down and hold things down so as not to run up the cxpense. 

Mr. Kwnupson. I certainly am. 

Mr. Kirwan. Who is the Colonel Johnson that you refer to? 

Mr. Knupson. Colonel Johnson is a fellow commissioner on the 
Interstate Commerce Commission who was, during World War II, 
the head of the Office of Defense Transportation. 

Mr. Kirwan. That is who I thought he was. When you get down 
there, you ask Colonel Johnson about this. During the last World 
War, I had occasion to go to Colonel Johnson, and I told this the 
other day, but I am glad you came along, because now you are the 
proper person to tell it to. "The first car that came out of the Ravenna 
Arsenal, came out of my district, was shipped to Camp Stanley, 
Tex. The freight expense on that was $5,270. One hundred cars 
to the train, half a million dollars they char ged to ship a trainload of 
shells from the Ravenna Arsenal to Camp Stanley, Tex. I went to 
Colonel Johnson and said “I worked on this railroad for 5 years, and 
I have been a railroad man for 20 years, and I finished up on the 

‘ailroad before I came here as a yardmaster. “I cannot believe this, 
that they would charge this much money to ship a trainload of shells.” 

Mr. ‘Taser. If I may interrupt there, one of the troubles with the 
coastwise shipping is that they have the rates up so high for the 
coastwise shipping that in a great many cases it is above the railroad 
rates. It is perfectly ridiculous. 

Mr. Kirwan. I mean to use our own boats and our own crews 

Mr. Taser. The rates would be the same, regardless. 

Mr. ~onsomege Oh, no. What I am referring to—— 

Mr. Taner. You mean if the Government carried their own stuff / 

Mr. Kirwan. Yes; carried their own stuff. Why pay, as you say, 
excessive rates to the boat people when we have both the boats and 
the crews’ You are telling the truth there. Why turn around and 
do that, when we have all of our own boats and our own crews? We 
can do that. I do not mean to go into competition with somebody 
else, but there are things we are shipping down the coast, and we 
could cut that cost, and we ought to be cutting that cost, with the 
Army we are going to build up, and use our own boats and our own 
crews to carry “that. 

Mr. Knupson. It has been a great burden. 

Mr. Kirwan. It has been a great burden, and that is the burden 
facing us now; and, whether we like it or not, they have completed 
the pier at Baltimore that - $6,000,000, and they are going to 
transfer the ore across the Nation to supply ore to the plants at 
Youngstown and Pittsburgh. 

Mr. Knupson. That is why we need more boats on the Lakes. 

Mr. Kirwan. You need more boats on the Lakes, and shipping our 
own material in our own boats and with our own crews would release 

vars and release boats. And, if we do that, I think we will do a good 
job and save the taxpayers a great deal of money. 

Mr, Knupson. If you will permit me to say one thing, I think I 
would agree in the main with everything you said, but I do not want 
you to fix the 1 ‘esponsibility on DTA. T know my fellows will only 
touch part of what you have covered. I think you should address the 
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same remarks to the military traffic service, to the Army, Navy, and 
Air Force. 

Mr. Kirwan. I agree with you. You are 100 percent correct. 

Mr. Knupson. You may rest assured we are in daily touch with 
them to keep them from wasting cars, the same as we are with the 
citizens of this country. 

Mr. Kirwan. You are 100 percent correct in making that. request. 
The Army and Navy both should be notified before they begin calling 
for cars under the guise of national defense and tying up transporta- 
tion all over this country. In fact, in the four corners of the conn- 
try they will b> tied up. In the last World War, because they went 
out and said * .ational defense; we have to have the cars”—and the 
same went for boats—they took them. I am going to ask vou to have 
Colonel Johnson from time to time, when you see a waybill or some- 
thing, if you do get to see them, and you see the railroads stepping 
out of line and going beyond the rates you set—and you people have 
the authority to set “rates—and they just toss the rates to the wind, 
knowing deep in their hearts that before it can get through all of 
the courts there will probably be another war, because Eisenhower 
said last week, as I saw in the papers, that every generation since 
this country has been formed has seen a war, but nobody yet had 
gotten any training about it—and it was surprising to me that every 
generation has seen war. 

Mr. Knupson. Certainly, as one of the Interstate Commerce Com- 
missioners, it is my duty under the law to keep an eye on rates, and the 
other 10 men should, too. We have hundreds of cases under review 
ail the time. I believe, however, the rates you are speaking of arise 
under section 22 of the Interstate Commerce Act. which permits the 

‘ailroads to enter into special arrangemenis with every agency of 
the Government to ship its freight. All of these cases the Depart- 
ment of Justice has in process of litigation now before the courts 
arose out of the Government agencies entering into arrangements with 
the railroads, supervision over which the Interstate Commerce Com- 
mission could not exercise because that is one of the exemptions under 
the Interstate Commerce Act. 

So there again, if you please—and pardon me for mentioning it— 
your observation should be addressed to the big agencies of the Gov- 
ernment that are shipping all of this Government freight. 

Mr. Kirwan. There again I am thankful and grateful, as T know all 
of the committee members are, that you pointed out to us who we 
should call and take it up with. And, if we are on the wrong track, 
it should be pointed out, if we want to save dollars and at the same 
time release hundreds of thousands of cars and boats to help in this 
crisis. 

Mr. Cannon. The committee will expect the Defense Transporta- 
tion Administration to give particular attention to the statement made 
by Mr. Kirwan, and we ask that it be emphatically called to the a- 
tention of all of the services involved. 

Mr. Knupson. We will do that. 

Mr. Focarry. What Government agencies are involved ? 

Mr. Knupson. I suppose the Military Establishment is by all odds 
the greatest shipper of goods that move under section 22 arrangements. 
The General Services Administration now purchases strategic re- 
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serves, as does the Munitions Board. The Department of Agriculture 
moves great volumes of wheat that is held by the Commodity Credit 
Corporation. ECA moves large volumes of materials offshore for 
the relief program. If I am not mistaken, the particular billing 
against that is paid by the foreign countries under the loan that is 
made. They would be the major ones, to answer your question, 

Mr. Foearry. Thank you. 

Mr. Knvpson. You perhaps would like to ask a question on ware- 
housing and port facilities. — é 

Mr. Cannon. We wish you would give us a statement on that at 
this time. 

Mr. Knupson. We are responsible also for exercising some controls 
in the fields of warehousing and storage. This contemplates the 
utilization of all warehousing that is not directly associated, let us 
say, with a manufacturing company as a plant facility. It contem- 
plates public warehousing facilities. It is a concomitant or corollary 
to transportation. In other words, in order successfully to control the 
flow of goods, you have to exercise some controls over storage facilities 
into which they are to be placed at the terminals, such as grain 
elevators, for instance, at terminals. 

On our post-utilization work, we have in mind the proper utiliza- 
tion of docks, piers, ferryboats, tugboats, acting as claimant for ports 
in securing steel and other materials for the necessary construction of 
facilities in the defense effort. The same is true of warehousing. 

Those are very general statements, and I direct your attention, also, 
in the scheme of things, to our manpower prerogatives. We have been 
made a claimant agency for manpower for all transportation, ware- 
housing, and port facility activities. That is to say it is our responsi- 
bility to see that critical and essential lists are establic hed, or at least 
to urge that they be established to prevent there being drafted or 
taken into the Reserve Officers Corps such men as tugboat pilots, 
Diesel locomotive engineers, and a long list of others whom we re- 
gard as indispensable in the transportation system. 

The manpower activities also contemplate the recruitment of la- 
borers to take the place of those that are dislocated and picked up by 
the Army in the draft. In this connection, I would like to mention, 
instead of setting up field offices again to accomplish the task, we are 
working through the railroad retirement field offices in our recruit- 
ment program for the railroads and are using the Labor Department 
and other Government labor agencies to serve our field needs in the 
other transportation. 

Mr. Cannon. Do you find that just as effective and much more 
economical ¢ 

Mr. Kxnupson. We are also using the Interstate Commerce Com- 
mission’s 90 offices. 

Mr. Cannon. Do you find it as effective? 

Mr. Knupson. Up to the moment, we are finding it economical and 
effective. If we get into something full scaie, such as ODT was con- 
fronted with, I do not know whether we will have to set up our own 
field offices or not. I sincerely hope we will not. I hope we can get 
along with the framework set up to use the interested Government 
agencies. 
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WAREHOUSING 


Mr. Cannon. What are your principal problems, if any, in ware- 
housing ? 

Mr. Knupson. The principal problem in warehousing that is de- 
devoping fast now is the shortage of warehousing space, the same 
as we have a shortage of rolling stock on the railroads. 

Mr. Cannon. Is any effort being made or any movement being made 
to increase the amount of space available for warehousing ¢ 

Mr. Knupson. Yes. A good many of our tax-amortization applica- 
tions and some of our loans reflect an effort on the part of warehousing 
interests to build new facilities. We will be in the position of en- 
couraging that before many days. Our warehousing and storage di- 
vision is getting organized now so that it can swing into action in 
that field. 

MANPOWER 


Mr. Cannon. How about manpower? 

Mr. Knupson. Our greatest problem in manpower at the moment is 
to keep essential workmen from being drafted. We are having the 
usual difficulties with draft boards, local and otherwise. 

Mr. Cannon. Are you reaching a practical working arrangement 
with the Army authorities in that respect ? 

Mr. Knupson. Yes. We have succeeded for the first time, I believe, 
in the history of transportation in getting some of what we call the 
critical and essential lists of workmen established, which are referred 
to the draft boards for their use. 

Mr. Cannon. You did not have such lists in the Second World 
War? 

Mr. Knupson. We did not have such lists for all of transportation 
in the Second World War. We had some limited lists, but they were 
not as comprehensive as those we are trying to establish at the present 
time. We had none of them at all in the beginning of the Second 
World War. 

Mr. Cannon. You are having more success in that direction at this 
time / 

Mr. Knoupson. Yes, sir. We have a very fine man heading that 
division, a man who is acceptable to the labor community and the 
only man who did not walk out on the Government in this recent labor 
dispute. DTA has the only labor man left on that commission. 


NEED FOR COMPETENT TRAFFIC PERSONNEL 


Mr. Taser. I want to talk to you for just a minute and to make a 
little suggestion to you that comes as a result of a little experience 
I had last year. I find that neither the General Services, the Army, 
Navy, nor Air Force has what you would call a competent traffic man. 
Now, any industry of any size in this country has a competent traffic 
man who can figure out the best rates and the most expeditious routes 
and the best routes to send stuff out, whether it be water, rail, or what- 
ever it might be; but the Government set-up does not—that is, these 
agencies. I ran into this early last summer. 

Mr. Knupson. I believe that has been corrected, but I will be clad 
to investigate it. 

Mr. Taper. As a result of a few inquiries I made, it developed that 
the General Services in one of our Army camps had paid out over 
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$500,000 that they should not have paid out for freight charges, which 
they got back. Now, Mr. Larson called me up and thanked me for 
calling those things to his attention, but they would not have gotten 
into that mess if they had had competent traflic people on their rolls. 
My understanding now is—and I have checked it to a considerable 
extent—that they have not yet gotten those things the way they ought 
tohavethem. ‘They do not have competent people. They might have 
somebody who worked on a railroad for a couple of months and knows 
no more about traflic than I do. 

Mr. Knupson. The Military Establishment has hired Grover Plow- 
man, traflic manager of United States Steel, one of the best traffic men 
in the United States, to integrate all of its transportation services, 
and I believe he is springing into action on that. 

Mr. Taser. I hope so. He ought to be able to do it, and that is the 
kind of fellow they ought to have. Maybe that is a problem that is 
not so bad today. Ido not know. 


INCREASE OF DEMURRAGE CHARGES 


Let me ask you this: What, if anything, have you done along the 
line of increasing demurrage charges for the purpose of cutting out 
the dead time of freight cars? 

Mr. Knupson. We issued a service order about 4 months ago in 
which we raised the demurrage charges after the fourth day to $20 
a day. It is now considered by shippers to be in the nature of a 
penalty demurrage, and that is exactly what we intend it to be, and 
it has accomplished the desired end of getting cars rolling. If there 
is any let-down—that is to say if the shippers abuse the $20-a-day 
arrangement—we are prepared to raise it even higher than we have 
it at the present time. That became effective the day I took office, 
on the 20th of September. 

Mr. Taser. You have talked a lot about the operation of legislatures 
or governors creating a situation where trucks might go through from 
point of origin to destination without transferring their loads. One 
of the worst troubles with that proposal is that possibly 90 percent 
of the legislatures have already adjourned and you cannot get much 
action out of them. You have to find some other way to handled 
that if you do. 

Mr. Knupson. We believe we can get some action in spite of that, 
because in most of the State laws the governors are given some lati- 
tude, some discretion to exercise, in an emergency situation. In the 
last war they exercised the authority, whether they had it or not, 
but we are not yet asking them to do that this time. 


OBLIGATIONS 


Mr. Taser. Now, you had $425,000 allocated to you to start, and you 
started about the 8th of September. Is that it, or the 23d! Which 
was it? 

Mr. Kine. The Executive order was issued September 9. Mr. 
Knudson took office on the 20th. DTA was set up October 4, and, of 
course, it was sometime after that. 

Mr. Barker. November 6 was the first appointment. 

_ Mr. Taser. Then that is about the time you began to do business 
in a general way, anyway ? 
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Mr. Knupson. Yes, sir. 

Mr. Taper. Now, you had $425,000 allocated to you. How much 
of that so far has been spent and to what date would that be? You 
can give it to me for the Ist of March; can you not? 

Mr. Wise. The obligations incurred by the Defense Transport 
Administration proper up to and through February 28 total $200,924. 
The obligations incurred by the Interstate Commerce Commission 
from a working fund provided by the Defense Transport Admin- 
istration up to and through February 28, 1951, aggregate $64,925, 
making total obligations up to and through February 28, 1951, of 
$265,849. 

Mr. Taser. So that you still have available $134,000 ? 

Mr. Knupson. Did we not turn $100,000 back? 

Mr. Wiser. $125,000 of the total amount advanced from the Presi- 
dent’s fund was turned back. 

Mr. Taper. Out of the $425,000? 

Mr. Wise. No, sir; that was not out of the $425,000. 

Mr. Taser. Was your original allotment $550,000 ¢ 

Mr. Wise. The original iietiesat was $550,000. 

Mr. Barker. That covered two periods, 

Mr. Taser. Then you have a balance of $159,000. Is that as of 
March 1? 

Mr. Wise. That is correct. 

(Note: The balance was $159,151.) 


EMPLOYEES 


Mr. Taser. How many people are on the roll at the present time? 

Mr. Wiser. As of February 28, there were 125 employees on the 
Defense Transport Administration rolls and 71 employed under the 
working fund provided from Defense Transport Administration 
funds, making a total of 196 employees. 

Mr. Kine. The last group you mention are Interstate Commerce 
employees? 

Mr. Wise. That is correct. 

Mr. Taser. That does not jibe with the figure you gave to start with 
of 142. 

Mr. Kine. Those are the ones he gave you for February 28. 

Mr. Wisr. May I suggest that the 142 you refer to is the estimate 
as of the end of March. 

Mr. Taser. No. A little earlier someone told us 142. 

Mr. Barker. That is, actually employed as of today. 

Mr. Taner. Is that comparable to the 196 as of February 28? 

Mr. Wise. One hundred and ninety-six as of February 28. That is 
my understanding. 

Mr. Knupson. Those 126 include Commission employees that have 
been added under our working fund. 

Mr. Taper. Does the 142 include them or doesn’t it ? 

Mr. Barker. No. 

Mr. Taser. It does not? 

Mr. Barker. No. 

Mr. Taper. Then it is not comparable to the 196? 

Mr. Barker. No. 
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Mr. Taper. You are asking, you said, for 159, or an increase of 17 
above your present employment i in your own set-up / 

Mr. Barker. That is correct. 

Mr. Taper. Do you need those people? 

Mr. Knupson. My answer to that is that that is a very conservative 
estimate; that we will need them. We have not our port facilities or 

rarehouse set-up effected; we have not our railroad set-up effected, 
and 17 would be a minimum number, Mr. Taber. 

Mr. Taser. Do you have many in the field at the present time? 

Mr. Knupson. We have no DTA offices in the field. We have added 
how many employees to the Bureau of Service of the Interstate Com- 
merce Commission ? 

Mr. Harrison. We have 58 service agents and 23 field clerks and 
stenographers. 

Mr. Taser. The grand total of your employment is given on the 
second page of the personnel figures as 168 as of February 26, and you 
gave us as of the 28th of February 196. Is that 168 figure correct 2 

Mr. Knupson. There w: as also ¢ an accelerated hiring campaign there. 
We have hired more people since the February 28 date. 

Mr. Taner. These figures giving the details show the Defense Trans- 
port Administration as 101 and dep: irtmental, 7, with the ICC and the 
field ICC as 60. That is the way they work out the 168. 

Mr. Barker. That is as of February 26, and the figure Mr. Wise 
gave you of 196 was about a month later. 

Mr. Taser. No; it was 2 days later. 

Mr. Barker. It was March 12. 

Mr. Taser. No; February 28 was the date he gave. 

Mr. Kine. That includes the Interstate Commerce Commission 
people. 

Mr. Taser. The other figure does, too; it includes 67 of those. All 
I know is what this book shows. 

Mr. Knupson. If there is an inconsistency, we certainly want to 
get it ironed out. 

Mr. Hotiar. There are 28 consultants included in this personnel of 
125 as of February 28. 

Mr. Taser. Twenty-four consultants were in the WAE. 

Mr. Hotiar. Part of them were WAE, and there were about eight 
Wwoc. 

Mr. Barker. There are 16 on salary and 8 without compensation. 

Mr. Houxar. I think that clears up the discrepancy. The figure 
today is 24 WAE and WO, and the other figure did not include 
those. 

Mr. Wiccieswortu. Broadly speaking, this is the same work that 
was done by ODT during World War IT; is it not? 

Mr. Knupson. Yes; broadly speaking, that is true. I believe ODT 
had coastwise and intracoastal water carriers. 

Mr. Sriver. Yes. 

Mr. Knupson. The ODT did not have as much authority over the 
ports, as I recall it, or over warehousing and storage. So there has 
been a subtraction in one field and an addition in another. 

Mr. Wiccteswortu. How will your proposed set-up compare in size 
and expense with Colonel Johnson’s ODT set-up in World War II? 
Mr. Knupson. Generally, as we conceive this thing, we are moving 





into it through stages. Our initial stage, which was before the Com- 
munists came out of China, contemplated only a small organization— 
an organization primarily to do some planning and to acquire equip- 
ment and materials for the freight car program, for some barges, 
and so forth. 

We were rudely jarred from that conservative initial phase by the 
Communist invasion, and we are moving now into what may be said 
to be the intermediate stages of it, pursuant to a well-developed plan 
that has been laid out by the NSRB, Colonel Johnson, and others, 
and carefully studied by us. . 

If we stay in this intermediate stage, or if we should have some 
peaceful life in this world, it might take us back toward the initial 
phases of organization, and I would hazard a statement that we could 
get by for between $1 million and $2 million a year on administrative 
expenses. It may be closer to $1.5 million. 

The ODT at one time had 5,000 people in it. I sincerely hope we 
will never have anything like that. With our prospective and in- 
tended use of the Interstate Commerce Commission and other Govern- 
ment agencies I do not see why we ever should have anything like that, 
even if we went into a full-scale war. 

Obviously, if this national emergency gets worse, we cannot hope to 
hold this organization in what we now all the intermediate stage. We 
will have to move onward, because our burden of administration will 
then get into gas rationing, tire rationing, and all sorts of conservation 
programs to keep vehicles running. That kind of business just takes 
people to administer it. We hope that it never comes, but if it does 
we will have to come before you for greater latitude. 

Does that answer your question ? 

Mr. Wieeieswortu. If this request is approved, you will be oper- 
ating on just about the basis you suggest of $1.5 million a year? 

Mr. Knupson. Yes, sir. 

Mr. Wiceteswortn. So that what is before us now is what you 
hope will prove to be a maximum set-up, barring the worsening of the 
over-all situation ? 

Mr. Knupson. Yes, or barring the implementation of our program 
by such things as tire rationing and gasoline rationing. Things of 
that kind take people to administer. We do not believe it is very 
close, but your judgment of the future is as accurate as mine in that 
respect. 

ADMINISTRATIVE SET-UP 


Mr. Wiceteswortn. From an administrative standpoint do you 
consider it advantageous to set up this work as an entity distinct from 
the work of the Interstate Commerce Commission ? 

Mr. Knupson. Well, I think it was necessary for the reason that 
I mentioned a while ago, that the Interstate Commerce Commission 
does not have power to act in the field of intrastate commerce. Neither 
can it issue orders addressed to shippers. It can issue orders ad- 
dressed only to the transportation facilities under the ICC regulation. 
For those two primary reasons it was thought necessary to set up a 
Defense Transport Administration. 

Mr. Wiaeieswortu. I remember that Colonel Johnson used to come 
up and discuss the ODT with the subcommittee on which I was serv- 
ing year after year. He was very fond of it and could not bear to 
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part with it. Each year he would say, “I think this will be the last,” 
but it was years before he could bear to let it go. I never was con- 
vinced that the work could not have been done by the ICC just as 
effectively, and I never was convinced that the ODT was not used as 
a medium in reality for increasing the personnel and funds available 
for the work whice otherwise would have been done by the ICC. I 
want to avoid that in this instance. 

Mr. Knupson. I just want to say this, as an Interstate Commerce 
Commissioner: the Interstate Commission had practically 1,000 more 
employees in 1.40 than it has today. Both the appropriations and 
the employment of the ICC have been going steadily down. The 
workload of the Commission has been increasing tremendously. 
There have been four or five organic acts passed, such as the Bulwinkle 
Act, the Water Carrier Act, the Freight Forwarders Act, and a num- 
ber of others, so that the Commission payrol! and appropriation has 
steadily deteriorated. 

That happened also in the Bureau of Service. That is largely the 
reason, if I may say so, or one phase of the reason that we are hav- 
ing these freight car difficulties today. We just have not had the Bu- 
reau of Service personnel in the field who could supervise the rail- 
roads and the proper handling of cars. To the extent that the colonel 
was trying to get the ICC Bureau of Service augmented by the DTA 
field force that would provide shippers with cars I think it was a 
very healthy thing. 

Mr. Kine. His freight car program, too, was very helpful. 


Workinc Funps 


Mr. Wice_eswortu. I wish you would tell us a little more about the 
working fund. Just what is that fund? It is financed out of the 
DTA fund, apparently. 

Mr. Knupson. Yes, sir. 

Mr. Wiceieswortu. It is manned, apparently with ICC personnel. 

Mr. Knupson. This is the way it works, sir: the Bureau of Service 
of the Interstate Commerce Commission when it was turned over to 
me as the Commissioner in charge and assigned for use to the Defense 
Transport Administration, had reached Just about rock bottom in 
its personnel. We realized that we could not efficiently handle this 
car shortage and all the other things attendant thereon without aug- 
menting the personnel of the Bureau of Service. We, therefore, set 
up a working fund with the Commission pursuant to which there 
were hired on the Commission’s rolls with all the Commission qualifi- 
‘ations and so forth attendant thereon, a number of service agents 
in the Bureau of Service. 

We have set up a similar working fund now for the addition of a 
number of motor carrier people in the Commission’s field offices and 
the Bureau of Motor Carriers. Obviously, in administering the Com- 
mission’s functions and the DTA functions there will be an overlap- 
ping of work. That is to say, the same man hired on the Commission 
payroll may be performing ICC work part of the day and DTA work 
the balance of the day. However, we are trying to segregate the ac- 
tivity in such a way so that the ICC appropriation and the DTA pay- 
roll and DTA working fund will bear their proportionate share, so 
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that there will not be any such thing as an augmentation of an old-line 
appropriation by an allocation of funds. 

Mr. Wicotesworrn. What is the extent of personnel employed un- 
der this working fund? 

Mr. Knupson. That is indicated in this. 

Mr. WiceiEeswortH. You have $162,000. What does that represent 
in personnel 

Mr. Knupson. Mr. Barker, can you address yourself to this ques- 
tion and save the committee a little time, please ¢ 

Mr. Wiceieswortu. I want to know what the number of personnel 
that is paid out of this working fund. 

Mr. Barker. I have some figures here. 

Mr. Tuomas. It is 159, is it not ? 

Mr. Harrison. Excuse me, sir. That is to pay 59 service agents 
and 27 clerks and stenographers in the field, for a total of 86, and 
24 in the Washington office, which would be a total of 110. That is 
what the Bureau of Service would get, and they are asking for the 
Bureau of Motor Carriers, if I remember correctly, 25 agents and 
25 stenographers. 

Mr. WiceLesworru. In addition to the 110? 

Mr. Kine. That isthe Bureau of Service. 

Mr. Harrison. About 110 for the total establishment. Fifty for 
the Bureau of Motor Carriers. 

Mr. Wiceiesworru. How much of that personnel is paid out of 
the DTA fund and how much is paid out of the ICC funds? 

Mr. Harrison. 110 for the DTA for the Bureau of Service, and 
59 on the Commission’s rolls. 

Mr. Wiccieswortu. Are those 110 who are paid out of the DTA 
funds, over and above the 159 that you tell us you want to have for 
DTA purposes? 

Mr. Harrison. No, sir. 

Mr. Kine. The 159 are DTA people ? 

Mr. Harrison. That is right. 

Mr. Kine. They have nothing to do with the working fund. 

Mr. Wiceisworrn. I understand that. That was my question, 
Is it not a fact that the 110 paid out of your working fund are dis- 
tinct from and in addition to the 159 you ask for the DTA rolls? 

Mr. Harrison. That is right, sir. 


SOURCE OF PERSONNEL 


Mr. Wiceireswortn. I am interested in the plans which you have 
for operating largely through other agencies. I want to ask you as 
an Interstate Commerce Commissioner if it is not possible to fill these 
159 positions which you are requesting for the DTA rolls from ICC 
personnel, just as you are doing in the case of the working fund ? 

Mr. Knvupson. No; it is not possible, for two reasons. 

If you will refer to this chart I will address myself to that. 

Take the Railroad Transport Division. That Division is being 
headed by the vice president of the Santa Fe Railroad, who left a 
$65,000 job to come to Washington to be appointed as a consultant 
and serve as the Chief of that Division. We had no one in the Inter- 
state Commerce Commission or anywhere else we could lay our hends 
on in the Government service that had the necessary qualifications for 
performing that job. 
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The Street and Highway Transport Division is being headed by 
last year’s president of the American Trucking Association, a very 
high-class man from Dallas, Tex., who gave up his operations and 
his own company to come for an indefinite time to Washington to 
head that Division. 

The Inland Water Transport Division is presently being headed 
by the manager of the water department of Jones-Laughlin Steel Co., 
the best man we could lay our hands on for inland water transporta- 
tion. He will only be with us for a while and is in the process of 
setting that Division up. It may result in some Government man 
taking over. I could not say as to that as yet. 

In the Warehousing and Storage, we have recruited with the full 
knowledge and cooperation of the great warehousing and storage in- 
dustry in this country a man by the name of Osgood, who has had a 
very wide background in the field, to head that Division. 

In Port Utilization, we had a conference last week with the heads 
of most of the ports of the United States, which has resulted in their 
naming to us six names for heading this Division. 

In Equipments and Materials, we have on loan from the American 
Car & Foundry Co. in this room Mr. Phil Hollar, who is acting as 
Chief of that Division. 

The Manpower Division is headed by the vice president of the 
machinists’ union of the railroad brotherhoods. 

Now, many of these second-echelon groups under these men have 
been brought in from the various industries with which we are deal- 
ing. We conceive that to be the intent of Congress. 

t is stated in the National Production Act that we shall maintain 
close liaison with or should operate through business advisory 
committees. 

In addition to these men we have brought in with the know-how 
many of whom are serving on a WAE or WOC basis, we have, as 
you will notice, set up some business advisory committees, some task 
groups, and industry program committees to advise us on the premises 
of all this work. 

If there had been Government personnel available in any agency 
of the Government which could have been transferred to the DTA 
to administer this program we certainly would have given them pref- 
erence, but as we looked over the field we could not find the men we 
wanted. We have quite studiously brought in these men I have 
talked about. 

Mr. Wiceteswortnu. I can understand that in your top positions 
that might be true, but is there not ICC personnel that could serve 
both agencies, for instance, in your legal work or in your administra- 
tive work or your information work, which I see listed on the chart 
to which you have been referring ? 

Mr. Knupson. The ICC has never had an information officer. It 
boasts about its conservatism in that respect. 

Mr. Wiae.eswortn. I think it has a right to boast. I wish the 
Government as a whole would follow its example. 

Mr. Knupson. We will have certain programs that cannot succeed 
without some public relations. 

For instance, coal, is going to have to be moved in the spring next 
year if the people of this country are not going to go cold. In order 
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to get people to buy coal in the spring we will just have to drum up 
the story in the newspapers and everywhere else, to get them to do it. 
I mention that as just one story. 

I am not going to install a big corps of information officers. We 
have one. He has at present two assistants. That is about as far as 
we have to go for the time being. 

Mr. Wieciesworrn. What about stenographers and the clerical 
force and the administrative force ? 

Mr. Knupson. That gives rise to the second answer to your question. 

I cannot, sir, raid the Commission to staff the DTA. The Commis- 
sion’s stenogr ~hic force 2 weeks ago in its pool was down to six 
people. The Commission hires girls at grades 2 and 3, and many of 
them are resigning to go somewhere else. 

We have been unable to hire girls in the DTA without sonie in- 
ducements. Most of them we have brought in have been at grades 
4 and 5, and on up to 7, depending on the assignment of work that 
they have. 

It would be an act of I do not know what on my part—ursupation 
or something—if I were to raid the Commission’s personnel to staff 


the DTA. 


ICC PERSONNEL AND APPROPRIATIONS 


Mr. Wiceteswortu. What is the over-all personnel of the ICC at 
the moment, and what is the over-all appropriation for its regular 
function ? 

Mr. Wise. The personnel of the Commission at the end of February 
was 2,049, excluding those 71 on the working fund on that date. 

Mr. Wiceteswortit. What is the over-all appropriation / 


Mr. Knupson. Somewhere around $15 million, I believe. I would 
like to check that. 

Mr. Wise. We have it in three parts, Mr. Wigglesworth. We have 
three appropriations, if I may give you those three. 

Mr. WiactesworrH. Give me the three, or give me the total of 
the three. 

Mr. Wise. We will figure it out. The total amount available for 
the Interstate Commerce Commission for the current. fiscal year is 
$11,408,200, which, however, does not include $200,000 which was im- 
pounded by the Bureau of the Budget as a result of the provision in 
the current appropriation act, section 1214, 

Mr. WieeLeswortu. That is all, Mr. Chairman. 

Mr. Cannon. Mr. Davis. 


REPLACEMENT OF PERSONNEL 


Mr. Davis. To some extent, at least, you have had a transfer of 
personnel as well as functions from the ICC over to the Defense Trans- 
port Administration. Let me ask you this question: First of all, 
with respect to the practice, what has been done about replacing 
people in the ICC who have been transferred over; and, secondly, 
let me ask what is going to be the future policy of the ICC about 
replacing these people who have been transferred over? 

Mr. Knupson. If I understand your question, I will address myself 
first of all to the Bureau of Service, which is the only agency of the 
ICC that has been set aside for use by the Defense Transport Admin- 
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istration. It still remains, you understand, a Bureau of the Inter- 
state Commerce Commission. 

The President’s Executive order named the Commissioner in charge 
of that Bureau as his delegee under the Executive order, and it was 
pursuant to that delegation that I set up the Defense Transportation 
Administration. We are adding to the personnel of that agency as 
I have described. 

To the extent to which we are taking ICC personnel and putting 
them into jobs that are paid for on a DTA working fund, the Com- 
mission is endeavoring to replace those employees, for the reason 
that there is a great deal of Commission work as such that has to 
be continued to be performed by the Bureau of Service. 

Now we have six or seven people down in the Commission’s person- 
nel office. Incidentally, we have no personnel office of our own. We 
are using the Commission’s personnel office. We have six or seven 
there that are being carried on a DTA working fund. I believe one 
or two of those were former Commission employees. 

In order to do its own personnel work, which, of course, is impor- 
tant in view of the two-thousand-odd people that are on the Commis- 
sion’s payrolls, the Commission has seen fit—or will, no doubt, see 
fit—to replace the people that we have siphoned off from the Com- 
mission payroll and put on the DTA payroll to do our work. There 
are one or two in that instance. 

Mr. Davis. You do not feel, then, that the building up of the DTA 
is going to reduce the over-all load of the ICC at all? 

Mr. Knvupson. Yes; I think-it may reduce the load of the Com- 
mission in the Bureau of Service in many respects. Conceivably, it 
could increase the ICC load. That is a story that the Interstate 
Commerce Commission should tell you, and not the Defense Trans- 
port Administrator. 

Mr. Davis. I was asking you that, I suppose, as a Commissioner 
more than as Director of this, when I asked that question. 

Mr. Knupson. Yes. 


PAYMENT OF EMPLOYEES 


Mr. Davis. Can you give me a rough idea of how many of these 
people are going to be paid partially out of the regular ICC funds 
and partially out of the DTA funds? Did I not understand you to 
say that we have quite a number of people who are going to be handled 
in that way? . 

Mr. Knupson. I do not believe it works out that way. I think they 
are paid out of one fund or the other, but there is an overlapping, 
as I have tried to describe, in some of the work being performed. 

Mr. Davis. That is what I would like to find out, whether there 
are people of that kind, and, if so, about how many, if you can give 
me that information. 

Mr. Knupson. There are 59 people on the Commission rolls, or 
thereabouts, in the Bureau of Service. There are one-hundred-some- 
odd people in the working fund in the Bureau of Service. The extent 
to which the work is segregated is difficult for me to say. 

I do not know what the Bureau of Service field agent does every 
hour of the day on service orders that are issued by the DTA and 
service orders that have been carried over from the ICC. 
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Mr. Davis. Your answer would be that there are not going to be 
any people who are going to be paid out of both funds; is that 
correct ? 

Mr. Barker. That is substantially correct. 

Mr. Knupson. I believe there are a few. I believe the Chief of 
the Bureau of Service, who has been supergraded to a grade 17 under 
legislation providing for that, is under an agreement with the Com- 
mission that we will pay him everything over the grade 15 at which 
he was hired by the Commission before he was supergraded for this 
new work. 

Mr. Davis. There would be just a few cases of that, then; is that 
correct ? 

Mr. Wise. That isthe only one we know of. 

Mr. Knupson. That is the only one I can think of at the moment. 

Mr. Taser. Off the record. 

(Discussion off the record. ) 


RECRUITMENT OF PERSONNEL 


Mr. Davis. Along the line of personnel, reports have come to Mem- 
bers of Congress that in some cases, at least, this has gotten to be a 
scramble for personnel among the various agencies, and that they 
have been recruited and placed in these newer agencies whether they 
have work for them to do or not, just to get them recruited and have 
them there for possible future work. 

Can you tell me if there has been anything of that kind, so far as 
you know, in the Defense Transport Administration; or has the 
recruitment been an orderly thing to correspond with the actual work 
that needs to be done now ? 

Mr. Knupson. Sir, I will give you a very candid answer on that. 

The recruitment has been orderly to take care of the work that we 
have on hand except that I did issue an instruction to our personnel 
people a couple of months ago to stockpile a few stenographers. I 
could foresee the time when we would not be able to hire competent 
stenographers in Washington, and I asked them to hire a few against 
the needs of the future. 

Other than that the hiring we have done is against the precise needs 
of the day, and judged by the necessity of overtime, I think it has been 
conservative. I know most of us, including me, work 16 or 18 hours 
aday. Many of us do. 

Mr. Kine. Your stockpile has been used up now, too. 


LOAN PROGRAM 


Mr. Davis. I have just one more question. This is with respect to 
your loan program. 

Mr. Knupson. Yes, sir. 

Mr. Davis. I was not quite sure I understood just how you intended 
to handle that. Is your agency going to handle them directly, or are 
they going to be handled through the RFC, whether they would be 
direct loans or guaranteed loans or both? What is your program on 
that ? 

Mr. Knupson. We do not make the loan. We stand in the position 
of recommenders or certifiers. The application comes to us for con- 
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sideration in connection with transportation needs or warehousing 
needs or port facilities needs as the case may be. We have experts 
who peruse the documents, determine the value of the collateral or of 
the security, and so forth. We are in a sense, I suppose, in the bank- 
ing business, although we do not actually make the loan. We rely 
also to an extent in this field on field research and investigation that 
is done by the RFC. I believe the actual writing of the check is 
scoliadiislied by the RFC. 

We make our recommendations to the Defense Production Adminis- 
trator, who has set up a staff to receive our recommendations both on 
loans and on tax amortization applications. 

Mr. Davis. That is all, Mr. Knudson. Thank you, Mr. Chairman. 

Mr. Cannon. Thank you, Mr. Knudson; you have given us a very 
satisfactory presentation. 

Mr. Knupson. Thank you, sir. 


Turspay, Marcu 13, 1951. 
HOUSING AND HOME FINANCE AGENCY 
WITNESSES 


RICHARD U. RATCLIFF, DIRECTOR, DIVISION OF HOUSING RE- 
SEARCH, OFFICE OF THE ADMINISTRATOR, HOUSING AND HOME 
FINANCE AGENCY 

J. E. MORTON, CHIEF, STATISTICAL RESEARCH AND DEVELOP- 
MENT STAFF, DIVISION OF HOUSING RESEARCH, OFFICE OF THE 
ADMINISTRATOR, HOUSING AND HOME FINANCE AGENCY 

HERSEY E. RILEY, CHIEF, DIVISION OF CONSTRUCTION STATISTICS, 
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR 

ALFRED E. MOON, EXAMINER, BUDGET AND ORGANIZATION STAFF, 
OFFICE OF THE ADMINISTRATOR, HOUSING AND HOME FINANCE 
AGENCY 


Mr. Cannon. We will take up the Housing and Home Finance 
Agency. 

Mr, Ratcliff, you are the Director of the Division of Housing Re- 
search, Office of the Administrator, Housing and Home Finance 
Agency. 

‘You are asking for $312,000 additional to complete your year’s 
work under the defense authorization. Please explain your respon- 
sibility, Mr. Ratcliff, under section 602 of the Defense Act, which 
functions are delegated to the Federal Reserve System. 


RESPONSIBILITIES OF AGENCY 


Mr. Rartcturr. The functions which the Administrator of the Hous- 
ing and Home Finance Agency has are to administer credit controls 
in collaboration with the Federal Reserve System, the Federal Re- 
serve System operating in the area of conventional credit, not FHA 
and not VA, while the Administrator is responsible for the area 
covered by Government programs. 
80820—51—pt. 125 
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The statistics program we have here is for the purpose of providing 
the Administrator with basic facts which he will need in administer- 
ing the credit controls, this being a period of rapidly changing con- 
ditions where an adequate, prompt, and accurate source of informa- 
tion is essential to him. 

The program was developed in collaboration with the Federal Re- 
serve System so that the data will be made available to them as well 
as to our agency and to industry. 

We have consulted with industry groups. They have approved 
this as essential information. It has been developed as a gap-filling 
activity. 

We Eide examined the available statistical information, matched it 
against the needs which are required in administering credit con- 
trols, and put into operation this program to fill the gaps which were 
not covered by already available information. 

Mr. Cannon. You supply data and statistics. Do you also make 
recommendations / 

Mr. Rarcuirr. It is not my particular function in the Division of 
Housing Research to make recommendations. 

Mr. Cannon. The final determination is made by the Board? 

Mr. Rarcuirr. By the Administrator in consultation with the Fed- 
eral Reserve Board; yes, sir. 

Mr. Cannon. What are your responsibilities under section 605% 

Mr. Rarcuirr. I think I have described that, have I not? 

Mr. Cannon. You were supposed to give us your responsibilities 
under section 602. 

Mr. Rarcuirr. Well, section 605 deals particularly, it appears, with 
the relative credit perference given to veterans, in which case it in- 
volves the Veterans’ Administration, which Mr. Foley has general 
supervision on with respect only to credit controls. 

I would be glad to get a better idea of your question, sir, so that 
I can do better in answering it. 

Mr. Cannon. You do not seem to be very familiar with this field. 
You are working here under responsibilities that are delegated to the 
Federal Reserve System under section 602. That is very definite. 
You also have certain duties and responsibilities under section 605. 

Mr. Rarcuirr. It is section 602 with which this activity is pri- 
marily related. 

Mr. Cannon. Well, you may supply that later. Evidently you are 
not very familiar with it. 

(The information is as follows:) 


RESPONSIBILITIES OF THE DIVISION OF HoUSING RESEARCH UNDER SeEctTIons 602 
AND 605 OF THE DEFENSE PRODUCTION ACT 


Under both of these sections, and the related delegations made by the Presi- 
dent in Executive Order 10161, the Division of Housing Research is responsible 
for assisting the Administrator by gathering information to serve as a guide 
to modification of credit regulations as applied to the financing of new housing, 
either through credit generally available or through credit extended in an existing 
program of the Federal Government. 

Section 602 authorizes the President “from time to time to prescribe regulations 
with respect to such kind or kinds of real estate construction credit which here- 
after may be extended as, in his judgment, it is necessary to regulate in order to 
prevent or reduce excessive or untimely use of or fluctuations in such credit.” 
Section 602 also includes provision that “In prescribing and suspending such 
regulations, including changes from time to time to take account of changing 
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conditions, the President shall consider, among other factors (1) the level and 
trend of real estate construction credit and the various kinds thereof, (2) the 
effect of the use of such credit upon (i) purchasing power and (ii) demand for 
real property and improvements thereon and for other goods and services, (3) 
the need in the national economy for the maintenance of sound credit conditions, 
and (4) the needs for increased defense production.” 

Section 605, similar in purpose, concerns existing Federal credit programs, 
authorizing the President to “reduce, for such period as he shall specify, the 
maximum authorized principal amounts, ratios of loan to value or cost, or maxi- 
mum maturities of any type or types of loans on real estate which thereafter 
may be made, insured, or guaranteed by any department, independent establisb- 
ment, or agency in the executive branch of the United States Government, or by 
any wholly owned Government corporation or by any mixed-ownership Govern- 
ment corporation as defined in the Government Corpuration Control Act, as 
amended, or reduce or suspend any such authorized loan program, upo™ a ueter- 
mination, after taking into consideration the effect thereof upon conditions in 
the building industry and upon the national economy and the needs for increased 
defense production, that such action is necessary in the public interest: Provided. 
That in the exercise of these powers, the President shall preserve the relative 
credit preferences accorded to veterans under existing law.” 

Accordingly, the Adminstrator has direct responsibility for establishing and 
administering credit regulations governing loans made, insured or guaranteed 
by the Federal Government; he has the further responsibility for concurring in 
regulations issued by the Federal Reserve Board governing other new housing 
construction credit. Moreover, the Administrator is required under Executive 
Order 10161 to insure that such regulations have uniform application to loans 
of the several types covered by authority in the two sections of the act. 

The same types of statistical data are required in connection with the func- 
tions under both sections, and the data to be gathered will be used both by the 
Administrator and by the Board. 


PRESENT PROGRAM 


Mr. Cannon. What steps have you taken thus far under the author- 
ity granted to you? 

Mr. Ratciirr. With respect to our statistics activities, sir? 

Mr. Cannon. The authority granted to you under this act, as to the 
purpose for which you expect to spend this money. 

Mr. Rarcuirr. Well, we expect to spend this money strictly in fact- 
collecting activities in support of the credit regulations that have been 
promulgated by the Administrator and by the Federal Reserve Board. 
Those credit restrictions, in effect, are increasing the amount of down 
payments which buyers are required to put up in the case of purchas- 
ing new houses. The purpose of those restrictions is anti-inflationary 
and also to pick off some of the top of the building boom which has 
developed in recent years, in the interests of materials conservation. 

In administering those controls the intent was to check building 
activity and to bring it down to a level of 850,000 houses a year, 
which compares with the production rate of last year of 1,400,000. 
The aim is to cut housing construction down about one-third from 
the 1950 level, and to use this credit-control device for that purpose. 
The idea is to make it a little more difficult for people to purchase 
homes and encourage, therefore, a reduction in house-building activ- 
ities. This would discourage the creation of additional credit which 
would tend to be inflationary in effect. 

In administering those controls it is necessary to know what they 
are doing and how nearly they are accomplishing this objective. 
That is where this statistics program for which we are asking mone 
ties in, to permit the Administrator to have a factual basis on which 
he may administer these controls, and to know when to relieve them 
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or when to make them tougher. Particularly now demands are 
coming in for selective relaxation of these credit controls in areas 
where the defense activity is increasing. For that purpose substan- 
tial and adequate factual information is necessary ie eg 

oe Cannon. You are taking some definite steps to achieve that 
end ? 

Mr. Rarciirr. We are. As you have observed, we are already en- 
gaged in this fact-collecting activity. We are entering a period now 
when we think it will become even more important. 

It is a significant fact, I think, that house-building activity until 
this month has maintained a high rate, but is now beginning to fall 
off. Credit controls are apparently beginning to take hold. There 
are demands from many sources to relax them. The Administrator 
must, we think, be adequately provided with information. 


STATISTICAL INFORMATION AVAILABLE 


Mr. Cannon. I am a little surprised to read in your justification 
here an indication that you are lacking in reliable information on 
new housing starts, on change in mortgage-lending activity, on 
changes in the cost of construction, and so forth. You say that you 
are hampered by lack of sufficient, current reliable information. 
_ That is the very basis of your program. 

Mr. Rarcuirr. Yes, sir. 

Mr. Cannon. If you have no information on that, you are utter] 
at sea on the character of your work and the purposes toward wid 
you are driving. Why do you not have that information? Why do 
you not secure it? 

Mr. Rarcuirr. We are in the process of securing it, sir, and with 
the aid of these funds we hope to improve it. 

We have some information on many aspects. We have a consid- 
erable amount of information on new housing starts. If it be your 
pleasure, Mr. Riley of the Bureau of Labor Statistics, who is respon- 
sible for assembling that, is here and can answer questions. 

Mr. Cannon. I am just quoting from your justifications here. 

Mr. Rarcuirr. Yes. 

Mr. Cannon. When were you appointed to your present position ? 

Mr. Ratcuirr. About a year ago. 

Mr. Cannon. You have been working on this under your regular 
appropriation, then? 

Mr. Rarciirr. We have been working on some parts of this, and 
in the long run would hope to improve housing information as a 
part of our regular program. 

Mr. Cannon. I should have thought that in that time in working 
on your regular program you would have accumulated this informa- 
tion here, which is highly essential to the management of your work. 


PERSONNEL IN AGENCIES ALLOCATED FUNDS 


Well, you estimate that you will have 26 employees by the end of 
the fiscal year, June 30. Will those be employed by the agency to 
whom funds are to be allocated by you, those 26 employees ? 

Mr. Moon. Yes, sir; that is correct. 

Mr. Cannon. What is the ‘oes employment of these agencies 
under your allocation to them 
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Mr. Moon. I do not have the present employment of the agencies 
to whom the allocations are made. 

Mr. Cannon. All you know is that by the end of the fiscal year you 
will have 26? 

Mr. Moon. Yes, sir. 

Mr. Cannon. You do not know how many they have now? 

Mr. Moon. No, sir. The 26 are in the Housing and Home Finance 
Agency, in the Division of Housing Research. The total employment 
now is about 118. 

Mr. Rarcuirr. I think we misunderstood your question, sir. The 
26 are employed in our agency. It does not cover the employees in 
the Bureau of Labor Statistics or the other agencies to which we are 
allocating funds. The employment in our ageney is in part clerical 
to process data which is supplied us from outside; in part planning 
and interpreting the information for the benefit of the Administrator. 

Mr. Cannon. How many do you have at the present time in your 
own employ ? 

Mr. Rarcuirr. Our own staff runs approximately 118. 

Mr. Cannon. What is the story on these 26 that you report here? 

Mr. Rarcuirr. These are the best estimates and guess we have as to 
what we will need. 

Mr. Cannon. In addition to your present group ? 

Mr. Rarcuirr. In addition, to take care of this set of activities, prec- 
essing the data as it comes in relating exclusively to defense respon- 
sibilities of the agency. 

Mr. Cannon. What do you know about the employment of the 
agencies to which you make allocation ? 

Mr. Rarcitrr. We have not specifically inquired as to that situa- 
tion. They are very large agencies, like the Bureau of Labor Statis- 
tics, engaged in a wide variety of activities. 

Mr. Cannon. You do not know what increment they expect to 
have under the additional duties imposed upon them by this act? 

Mr. Rarcuirr. I would like to have Mr. Riley of the Bureau of 
Labor Statistics give you some light on his particular problem. 

Mr. Cannon. You set out in your justifications here the allocations 
that you make to these various agencies, Bureau of Labor Statistics, 
the Office of the Administrator of Federal Housing, and so forth. If 
you did not know how many they had or required how were you able 
to make this allocation ? 

Mr. RarciirF. This was done in consultation with them, in laying 
out the work to be done. 

Mr. Cannon. You just take their word for it. Did they not give you 
any data to show the grounds upon which they based their requests 
or the grounds upon which you recommend the allocation here? 

Mr. Rarcuirr. In a number of cases this kind of activity is already 
being carried on to a limited extent by these agencies in one or two 
spots so they were able to estimate with considerable accuracy based 
on actual experience. 

Mr. Cannon. When you received their requests you approved or 
disapproved them or modified them. They must have given you some 
basis or data upon which to predicate an allocation. Did they not 
tell how many additional employees they required ? 

Mr. Rarcuirr. These figures are based upon their estimates. 

Mr. Cannon. How many do they require? 
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Mr. Riey. The additional employment in the Bureau of Labor 
Statistics which would be provided by these funds includes approxi- 
mately 100 employees, most of whom would be in the regional offices 
of the Bureau of Labor Statistics, plus a considerable amount of money 
that would be allocated to daily rate workers—people who are hired 
by the day to collect information by interviewing builders or home 
buyers. 

Mr. Cannon. You have not the detail of that data? 

Mr. Ruiter. No, sir; I do not have it with me. I am not too well 
acquainted with the procedure of these — 

Mr. Cannon. In view of the fact that is the basis for this tabulation 
which you give us here on the third page of your justifications that 
would seem to be pertinent. 

Mr. Ritey. We can provide those figures including a detailed 
estimate. 

Mr. Cannon. But you should have had this information here long 
ago. 

“Mr. Wuirren. Did you give your background, Mr. Ratcliff? 

Mr. Rartcuirr. My background ? 

Mr. Wurrren. Yes; prior to taking this job, you had been in the 
housing field ? 

Mr. Rarciirr. Yes; I had been in the housing field for about 20 

ears. 
. Mr. Wurirren. In Government housing? 

Mr. Rarcurr. I have had 6 years’ prior experience in the Govern- 
ment housing field. 

Mr. Wuirren. What branch of housing? 

Mr. Rartcuirr. For 3 years I was with the Federal Housing Admin- 
istration, and for a period of 3 years during the last war I was in the 
National Housing Agency. 


AVAILABILITY OF Hovustne Statistics 


Mr. Wurrren. I ask you that because I heard your statement that 
the figures were not available, and that you needed this money to get 
these figures. Asa matter of fact the Government, in the various de- 
partments, is full of figures. 

Mr. Rarcuirr. That is right. 

Mr. Wuirren. With regard to building houses and all of that. 
Those folks must not have a lot of confidence in the figures unless 
they are the ones they compiled themselves—— 

Mr. Rarcuirr. I cannot quite say that. 

Mr. Wutrten. In saying this I do not mean to cut you off, but the 
problem here now is setting up a new agency instead of just bringing 
together the figures existing through the various departments, and 
it is a question of making that set up all over again and getting an- 
other study, and you are asking for money here with which to do it. 
Where am I wrong in that? 

Mr. Ratcuirr. Well, I think that we are familiar with everything 
that is produced. For example, we publish a monthly summary of 
housing information which is made available through these agencies. 

Mr. Wurrten. I sat on the subcommittee that handled the Housing 
Agency for many years. 

Mr. Rarcuirr. Well, this existing information has been carefully 
examined both by the staff of the Federal Housing Administration, 
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by the Bureau of the Budget, the Division of Statistical Standards, 
and by our own staff, and these proposals are submissions to get this 
information, and in some cases for expanding the information beyond 
what is now collected. I can give you a couple of examples of that 
if you would like to have them. 

Mr. Wurrren. I would like to have them if the Chair will bear 
with me on it. 

Mr. Cannon. Yes; get all of the information we can get. 

Mr. Rarciirr. For example, in the very first item here, improved 
nonfarm starts data, which is from a basic BLS source on housing 
construction, it is a small item which will permit the Bureau of Labor 
Statistics to handle that work. 

Mr. Wuirren. For instance, in that field we have the Extension 
Service, and we have the Farmers Home Administration where many 
people are already drawing year-round salaries. All of them claim 
that they are patriotic, and that they want to contribute to the war 
effort. It would not take any effort for your people to call on them for 


_ the reports which are desired. Why is not that information available 


there, and why can it not be used, and why cannot the regular agency 
be called on without having to give the Bureau of Labor Statistics 
about 100 new employees at Federal expense to furnish this informa- 
tion ¢ 

Mr. Rarcuirr. We are using FHA information very extensively, 
and. in one case we are asking for information, to speed up the fre- 
quency of their reporting. They get out certain types of information 
once a year, but that does not do us any good when it is gotten out 
that way. In order to permit them to get it out more frequently for 
this purpose we are requesting funds. 

Mr. Wurrren. The thing that disturbes me, Mr. Ratcliff is this, 
we read in the papers where all of this emergency work to be done 
this time was to be done through the regular departments and agencies 
of the Government, and there was a feeling on the part of the Members 
of Congress and on the part of the public how wise that was, and there 
was a feeling that here, for the first time, we are going to handle 
emergency problems by slowing down the regular activities and di- 
verting some of these regular activities to these important defense 
matters, but you tell us you go to such other activities as the Bureau 
of Labor Statistics and tell them that there is certain work that they 
can help you with, work in connection with the defense effort, and 
they tell you we will do it if you get us the additional money and get 
us additional employees, they say if you provide funds and get us 
another 100 employees we will do it. 

Mr. Rarcriirr. Well, the only option would have been for them 
to abandon a part of their work. 

Mr. Wurirren. And, of course, that is just what the Nation is going 
to have to do to meet the war effort. 

Mr. Ratciirr. That is right. 

Mr. Wuirren. If we are going to face this situation of all of the 
war effort being piled up on top of the regular activities moneywise, 
that is, each department is willing to do that which comes in their 
field, but only if you give them the money for additional units or ad- 
ditional employees, if you are going to do that then the only thing 
to do is to cut down the money for the regular operations, because, 
otherwise, you have not diverted these people to war activities. 
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Mr. Ratcuirr. We find in our Division a peculiar situation, where 
we are called on to do a great deal of additional work with respect to 
the defense effort. We do not know whether we ought to abandon our 
regular program or not. Congress tells us to do certain things that 
we presume we are supposed to do until we are told otherwise. 

r. Wuirren. You would not figure that it was any more difficult 
for you than for the Members of Congress and the people generally, 
would you ? 

Mr. Rartcuirr. That is quite right. 

Mr. Wuirren. We have all of these people in housing, and it 
strikes me that, regardless of your splendid background for this work, 
it is something that_we could easily have done through the regular 
housing agencies. Sure, they might have to change their attitude 
about some work just like they do in Labor Statistics for this national 
defense, but they should be willing to divert their attention from some 
of the things that they have been doing to this work. It is true of 
Agriculture and true of every department of the Government. If we 
cannot see the wisdom of doing that I think it is time for this com- 
mittee to take action here, and I repeat, if we have to pile all of this on 
top of the regular appropriations, we ought to cut down the regular 
appropriations. 

Mr. Ritey. As the only representative here of the Bureau of Labor 
Statistics, I would like to say that it is my firm conviction that what 
the Public Information Bureau is now producing in this field is an 
esential base for the kind of additional information that must be 
provded if this credit control program is to work properly. 

We have examined all aspects of our program in an attempt to 
weed out anything that does not seem to be essential, and to divert 
our activities to anything which we think is important. 

Mr. Wuirten. Tell me how many people you let go after you com- 
pleted the examination. 

Mr. Ritey. We have not let any go, because we have been asked by 
divisions of the production agencies to perform additional tasks and 
all of the other agencies have asked us for more service. 

Mr. Wurtrren. Then you have made a thorough review from top 
to bottom, and you have not been able to let one person go? 

Mr. Rizr. No, sir; we have not, because they have been transferred 
to other activities. 

Mr. Wurrren. How many have you transferred to other activities, 
national defense or otherwise, where you have not replaced them or 
are not trying to replace them ? 

Mr. Ritey. We would have to survey the whole Bureau’s activities 
to give you the figures on that. 

Mr. Wurrren. Then, if you have such positions, we would like to 
find out how much money you have returned to the Treasury. 

Mr. Ritey. Well, we have not, because we have additional defense 
responsibilities. 

Mr. Wuirren. Your answer is exactly the same as that given by 
each other agency or department of the Government. You are not 
cutting down voluntarily. The only thing that is left is for the 
committee to cut down the appropriation for regular activities to 
the extent that we have to make special appropriations for these 
activities. 

Mr. Rizey. It seems to me that all of the data we are producin 
is a basic function, and we are being asked for more work by Genera 
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here Hershey, Mr. Wilson, and Mr. DiSalle, that is just in the defense 

ct to effort. 

| our Mr. Wuirren. There is no need of my carrying on this argument 

that any further, Mr. Chairman. 

Mr. Cannon. I think every agency that has testified before us up 

icult to this time has testified that they have been able to curtail, and in 

ally, some respects, entirely dispense with some of their normal functions 

in order to meet this emergency. I do not see why there should be 

‘ any exception to that rule. 

d it Mr. Taber. 

ork, Mr. Taner. You told us this morning, Mr. Ratcliff, that you had 20 

ular years of housing experience. 

tude Mr. Ratcuirr. Yes, sir. 

onal Mr. Taser. You told us you were 3 years with the National Hous- 

some ing Authority, and 3 years with the FHA. Now where did the rest 

ie of of it come in 

f we Mr. Rarcturr. Well, I had about 3 years’ experience in the real 

com- estate business, and the rest of the time I have been engaged in housing 

is on research and teaching at the University of Wisconsin and the Uni- 

ular versity of Michigan. 

Mr. Taper. Three years teaching at Wisconsin, and Michigan, is 
abor that it? 
what Mr. Rarctiirr. No, sir, a longer period than that. I started in the 
s an real estate business in 1930. I was there for 3 years. 

t be Mr. Taper. You spent 3 years in the real estate business? 

Mr. Rarcurr. Yes, sir; 3 years. 
rt to Mr. Taser. That makes 9. Now we have 11 to go. 
vert bg Rarcurr. All right, sir, 3 years with FHA, and 3 years with 

NHA. . 
com- Mr. Taser. That makes 9 with 3 years in real estate. 

Mr. Ratcuirr. Five years at the University of Wisconsin, teaching 
d by economics and gorges. Hien and the balance of the time was at 
and the University of Michigan, where I was director of the bureau of 

business research. 
top Mr. Taser. For how long? 

Mr. Rarcuirr. I was there 2 years as a research assistant, and 4 
rred years on the faculty. Those are approximations this period being 
| from 1930 to the present. The last year I have been here. 
ities, Mr. Taser. Did you ever do any building? 

n or Mr. Rartciirr. I built two houses of my own. I have never engaged 

in the building business as a business. 

ities Mr. Taser. Did you ever represent any loaning organization like 
a bank or a building loan association, or anything of that character ? 

ce to Mr. Rartcuirr. I have just borrowed from them, sir. 

Mr. Taser. Have you ever been connected with the RFC in any 
‘ense way? 

Mr. Rartciasrr. No, sir. 

n by 

a RECORD OF MORTGAGES 

t 

s to Mr. Taser. Does not the RFC keep track of and have a record 
hese of the mortgages that are taken in the country, the number of mort- 


gages and the amounts over-all? 
Mr. Rarcuirr. No, sir. 
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Mr. Taser. They do not? 

Mr. Rarcuirr. No, sir. 

Mr. Taner. Does not any organization? 

Mr. Rarciirr. The closest thing to it is an estimate put out by 
the Federal Home Loan Bank Board, based upon mortgage records 
collected from a sampling of county courthouses around the country 
where mortgages have been recorded. 

Mr. Taser. Well, a sample would not be much good in any such 
up-and-down business as that, and you will perhaps take a lot of 
this stuff by sample, but that would not be very good. The over-all 
story of mortgages I do not believe is too difficult to get. 

Mr. Rarcuirr. We find it difficult to get anything but the grand 
totals, and in this kind of an analysis in the administration of credit 
controls that is not sufficient 

Mr. Taser. Yet get grand totals easy enough, do you not? 

Mr. Rarcutrr. We need to get a higher degree of accuracy in fact 
to show the whole transaction, enough to show the kinds of mort- 
gages made and the terms under which they are made, and the effect 
of credit controls. 





CREDIT CONTROLS 


Mr. Taser. How are you going to get effective credit controls? 
You have a good many factors involved in the thing. You cannot 
tell anything about it. You have a slackening demand that will come 
about from a lot of these folks being called into the service. You 
have the moving-around business that comes as a result of the war 
dislocation and all of that kind of business. It just does not work. 

Mr. Rarcuirr. It is a very difficult problem, sir. 

Mr. Taser. You can tell, of course, if certain things happen, if 
the amount of loans that can be made is restricted, you can tell that, 
if there were any intervening factors, and if we were putting the 
brakes on, you could tell that, but that is about all you can tell. 

If there were none of these other factors involved you may be able 
to tell, but not too much the other way. 

Mr. Rarcuirr. It is our hope to try to identify these factors and to 
look at each one of them and then try to interpret them together. 
What you say is absolutely right, that it is a very complicated situa- 
tion, and there is an immense amount of importance to this, and we 
think it deserves the most and best possible technical study, and that 
is what we are trying to give it. 

Mr. Taser. I do not see how there is anything technical about it. 
It is just imaginative, and you are not getting anything that would 
be very valuable in it. 

These folks in the Veterans’ Administration who have charge of 
those veterans’ loans can tell you about the results of that, and the 
FHA people can tell you about the results of their items. You will 
not find very many loans as large as those of the Housing Admin- 
istration and the Veterans’ Administration, but there are many out- 
side of those two. If you get the report of those two agencies you 
have practically all there is to it, is not that right? That is, you 
have practically all there is in the line of loans that would be re- 
stricted by the regulations you have put out. 
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Mr. Rarciirr. Those two ag cies do account for about 60 percent 
in recent years of the mortgage made. 

Mr. Taser. Oh, I know, but they account for 95 percent of the 
mortgages made on the percentage of the value. We have that in- 
volved thing here. You see your regular saving bank loans and your 
regular building and loan association loans, and loans by trustees, 
and insurance company loans are of a much lower percentage, on a 
much lower percentage basis than they are required to be, than the 
FHA and the Veterans’ Administration. So that, if you get those 
loans you would have the complete picture. You can get that easily 
by asking these people for them, you would get only the loans that 
are affected by those regulations that you have so far established. 

Mr. Rarcuirr. The Federal Reserve is, of course, responsible for 
establishing regulations on loans not covered by FHA or VA, and 
the Board and Mr. Foley are designated by the President to run this 
credit control business together, so that there is a large segment. 
Everything that we asked for is not currently available from this 
source. 

Mr. Taser. You mean that FHA and the Veterans’ Administration 
do not know what they have been doing, and have not up-to-date 
reports? 

Mr. Ratcutrr. They know considerable about it, but there are some 
aspects of it they do not. 

Mr. Taser. I believe you can get a complete report of that from 
both of them in 20 minutes. 

Mr. Rarcurrr. We have been in close touch with them constantly. 

Mr. Taser. I have had quite considerable experience myself in some 
of those things, and I know considerable about it, and I know that 
there is very little prospect of any change in the credit on mortgaged 
real estate being effected by any Federal Reserve regulations. That 
is, you do not get your big loans there. You do not get the biggest 
loan that can be made as a building and loan association loan, and 
that would run, oh, without this stuff, maybe 75 percent. You do not 
have any that are down to that, and the biggest loan that a trustee 
can make is 66 percent, and an ordinary bank is in the same boat. I 
do not see why you cannot get all of your information out of those 
two sources without any of this “monkey” work. 

Mr. Rarcuirr. I can only assure you, sir, that we have explored 
them, and I would be very glad to get the kind of information that 
we can get on a different basis. FHA collects certain information 
on an annual basis. 

Mr. Taper. You mean that they do not have up-to-date information 
on the loans that they have themselves insured ? 

Mr. Rarcuirr. Yes, sir; they have information on the amount of 
those loans, and a limited description of them, but as far as securing 
in detail the nature of their loans they only collect that annually. 

Mr. Taner. How could they do business without it? That is beyond 
me, and it is beyond me how the Veterans’ Administration could do 
business without having that. 

Mr. Rarciirr. I assure you that they know the volume of business 
that they are doing and the loans insured or underwritten. That is 
recorded on a monthly basis, but when it comes to the kind of loan and 
the characteristics of the borrower and how much of his liquid assets 
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he is putting into the building, and the relationship between the pay- 

ments and his income, all of which is significant here, that is oy be one 

annually, and one of the things we are asking for is to speed that up 

- that we can keep our fingers more closely on just what is taking 
ace. 

. Mr. Taser. Frankly, I cannot understand the purpose of this ex- 

penditure. I think that is all I have. 

Mr. Cannon. Mr. Wigglesworth. 

Mr. Wicciteswortu. Mr. Chairman, I would just like to observe 
that with the tremendous set-up which we have in the public housin 
field, and the Federal Housing field and the Home Loan Bank Boar 
field, and in the field of the Agency that is before us, the Housing and 
Home Finance Agency, it seems to me that the great bulk of the infor- 
mation which we are told here is to be obtained with the money which 
is requested ought to be available from one source or another right now. 


I am not going to take the time of the committee in asking any 
questions. 


Mr. Cannon. Mr. Davis. 


PERSONNEL 


Mr. Davis. I notice here, Mr. Ratcliff, that you have given us the 
total number of additional employees that you anticipate in your office, 
but you have not given us, so far as I have been able to find, an indi- 
cation of the kind of people they are going to be. In other words, I 
do not find any breakdown as to what those 19 people are going to be 
either by classification or title. 

Mr. Moon. Yes, sir, I do have a detail of personal services which 
gives all of that for both the third quarter and the fourth quarter. 
The classification is shown here. 

Mr. Davis. Is this a copy that we may keep? 

Mr. Moon. Yes, sir; you can keep that. 

Mr, Davis. Mr. Chairman, may we have that inserted in the record? 

Mr. Cannon. Yes; that may be inserted in the record at this point. 

(The matter referred to is as follows :) 
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Mr. Davis. Then I would like to get your comment on the prospects 
in the housing field. You mentioned that last year the number of 
starts was in the neighborhood of 1,400,000, and that the new policy is 
bringing that number down to 850,000. I believe those are the figures 
you gave. 

Mr. Rarcuirr. Yes, sir; that is correct. 

Mr. Davis. Now, can you tell me what portion of this 850,000 is 
contemplated as public housing by the Government? 

Mr. Rarcuirr. The figure for the first half of the year, as I recall 
it, and I am stepping into Mr. Foley’s territory now, was calculated 
to include about 75,000 starts for the year. There was no estimate 
included within this 850,000 for any housing built by the Government 
in connection with defense activities, but it has been stated by Mr. 
Foley that if there is to be such housing it would be included in that 
figure, and not in addition to the 850,000. 

Mr. Davis. So far as you know, are the contemplated public hous- 
ing projects for the coming year to be only in connection with defense 
activities, or are you not in a position to state that? 

Mr. Ratcuirr. I do not believe that I am in a position to state it. I 
do not believe that there has been any determination to abandon the 
long-term program which the Congress has given to the Agency to 
execute, although definitely it is being reduced in size very con- 
siderably. 

Mr. Davis. When you say “abandoned” you also include the word 
“suspend.” You know of no plans for suspending the public housing 
program during this defense emergency ? 

Mr. Ratcurrr. I think that is correct, Mr. Davis. 

Mr. Davis. That is all. 

Mr. Cannon. Do you have any more questions, Mr. Whitten ? 

Mr. Wuirtren. I made mention a while ago of the fact that too 
frequently the old-line agencies are willing to do whatever might be 
wished by these new groups provided they get extra money and extra 
personnel. It points up again the wisdom, I think, of letting them 
come to the Congress for appropriations because we have no way of 
knowing whether they can do it without extra money being provided 
or not. 

It is a weakness in the system when the defense agencies handle 
these matters by allocations to old-line agencies because in every case 
we find they say, “Yes, we will do it if you want to get the necessary 
money from your people with which to do it.” I do not mean to lay 
this responsibility at your door, it is the system rather than your 
responsibility, as I see it. 

Mr. Ratcurr. Thank you, sir. 

Mr. Cannon. Thank you, gentlemen. 

Mr. Rarciirr. Thank you very much, sir. 
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Tuespay, Marcu 13, 1951. 


OFFICE OF DEFENSE MANPOWER 


WITNESSES 


ROBERT GOODWIN, EXECUTIVE DIRECTOR 
LEO WERTS, DEPUTY EXECUTIVE DIRECTOR 
JAMES E. DODSON, BUDGET OFFICER, DEPARTMENT OF LABOR 


Mr. Cannon. Mr. Goodwin, you are appearing as Executive Direc- 
tor of the Office of Defense Manpower ? 

Mr. Goopwin. That is right. 

Mr. Cannon. I believe the Department is asking for $730,000 for 
the Defense Manpower activities. That is nearly three-quarters of a 
million dollars. 

Under section 601 there is vested in the Secretary of Labor the 
functions to meet most effectively the labor needs of the defense 
industry and essential civilian employment. I take it that it will 
be your responsibility to coordinate within the Department of Labor 
all of the manpower activities. 

Mr. Goopwin. That is right. 

Mr. Cannon. Are you prepared to outline the program of the co- 
ordinating functions of the Department at this time, Mr. Goodwin? 

Mr. Goopwin. Yes. I will be glad to make a statement on that, Mr. 
Chairman. 

Mr. Cannon. Give usa statement on that. 


GENERAL STATEMENT 


Mr. Goopwin. The Department of Labor has been given the job of 
performing the civilian-manpower job for the Federal Government. 
The authority for this, as you indicated, is in Executive Order No. 
10161, which gives the Department of Labor the responsibility for 
planning and carrying out the civilian-manpower job. That Execu- 
tive order has been followed up by Departmental Order No. 48, which 
allocates functions to the various bureaus of the Department of 
Labor. The Department of Labor has in it the bureaus that nor- 
mally handle the manpower functions, and its job has been merely 
to assign to those bureaus the defense responsibilities in addition to 
their regular responsibilities. 

I think it might be pertinent to say a few words about the man- 
power situation, how it is developing and therefore what kind of a 
problem we have to meet. 

The problem is quite different than it was at the outset of 1940 and 
1941—at the outset of World War IT, in other words. We have now 
and have had for the last year a very high employment—the highest 
civilian employment we have ever had in this country. 
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STATUS OF LABOR 


Mr. Cannon. What surplus labor is there in the country today ? 
Mr. Goopwin. The unemployment in January was about 2.2 million. 
Mr. Cannon. What was it in 1940? 

Mr. Goopwin. In 1940 it was around 8 million. I might say the 
2.2 million is for January and is seasonally high. From now on it 
will continue to go down. It will go down considerably, in my 
opinion. What this means is that in terms of the defense program 
we do not have a large group of unemployed to draw on to take 
care of defense work. 


DEFENSE EMPLOYMENT 


Mr. Cannon. What portion of those employed are already em- 
ployed in defense work at this time? In 1940 there was a negligible 
number employed in defense work; at this time there is a very large 
number employed in defense work. How does the situation today 
compare with 1940? 

Mr. Goopwtn. The figure is not large. It is expanding very rap- 
idly, but up to now, contrary to the opinion many people have, there 
is not a large number employed on defense work. Between July and 
the end of December 1950, the best estimates were that we added only 
about 300,000 workers to defense work. ‘The reason for it was that 
we were in the planning stage, in the development stage, the tooling- 
up stage. We were not in the mass-hiring stage. We are entering 
that for some defense industry now, and it is estimated that in this 
calendar year we will add about 4,000,000 workers to defense work. 

Now, directly on the question you asked, we are estimating that 
approximately one-half of those 4,000,000 will be drawn from those 
that are now employed. In other words, they will merely be chang- 
ing from civilian work to defense work. The rest of them we esti- 
mate will have to be drawn in from those who are not now working, 
from the unemployed, and some of the people who are not seeking 
work now, who are not in the labor force—some of the older workers, 
some wmen, and some handicapped people who have not been seeking 
work. So that the job, as we see it in this coming year, will be to add 
about 2,000,000 to the work force and also, from a quality point of 
view, we have a real problem on skilled workers. There are not 
enough of them. We have had shortages of skilled workers since last 
summer. 

Mr. Cannon. Well, there never has been such a volume of skilled 
workers in the country before. 

Mr. Goopwin. No. That is right. We have more skilled workers 
now working than we have ever had in this country before, but to 
meet the situation we face it will not be enough. It is not enough 
now and has not been for some months. That is in professional 
groups—engineers, skilled workers, tool and die makers, and that type 
of employment. There are not many occupations involved, I would 
say some place from 50 to 75 occupations—in which there are short- 
ages. There are two or three actions, that will help to relieve the 
skilled shortages. One is to bring some of the older workers back 
into the labor force who are retired and who have the skills. Princi- 
pally, however, it is going to be necessary for industry to rely upon 
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training programs. One of the programs for which we are asking 
funds is in the expansion of the apprenticeship training program, in 
order to build up the supply of skilled workers. 

Mr. Cannon. In what respects do the responsibilities of the various 
bureaus in the Department of Labor under the Defense Act differ 
from the regular responsibilities heretofore borne by the Department ? 

Mr. Goopwin. I would say the Department and the bureaus in it 
are peculiar in that respect. Take the United States Employment 
Service, for instance. That was the heart of the war-manpower opera- 
tion in World War II. It is the heart of any manpower operation, 
because you have your local offices through which the recruitment of 
workers is done. About all you need to do in the Employment Serv- 
ice in wartime is to change the emphasis of the job. It is doing the 
same thing, but 

Mr. Cannon. As far as the work is concerned, it is practically the 
same work. You mean you are emphasizing different phases of it, 
or you are stressing the acceleration of the work? 

Mr. Goopwry. Both. We do, for instance, more recruitment work; 
we have more clearance between the States on labor in times like these 
than we do in times when there is not a big labor demand in a lot of 
places over the country. 

Mr. Cannon. There are no new duties, no new functions, no new 
responsibilities as such ? 

Mr. Goopwin. Not many. There may be a few in a period like this. 
We are in a period when this job is being done on a voluntary basis, 
and we expect it will continue to be done that way. But if you got 
into the kind of situation which we had in World War II, when there 
were some controls, you would have some new functions for the Em- 
ployment Service to perform. 


PERSONNEL 


Mr. Cannon. If you are doing the same work, then, and you are 
doing it largely with the same bureaus, why do you need any addi- 
tional personnel ? 

Mr. Goopwin. Well, the job is expanded; it is a bigger job. I was 
talking then own 5 of the Employment Srevice job, where the 


character of the work has not changed, but the volume of it is greater 
in a time like this than it is seein 

Mr. Cannon. I take it for granted from what you say that is true 
of all agencies and activities throughout the Department; there are 
no new responsibilities placed upon you, no more added responsi- 
bilities, than you have been handling all this time under your regular 
appropriation. 

Mr. Goopwin. Yes. 

Mr. Cannon. That being true, I cannot see why you need additional 
money for additional personnel, especially three-quarters of a million 
dollars. 

Mr. Goopwin. Because the job has increased and has grown. 

Mr. Cannon. Take one of your activities and indicate the increase 
in volume. 

Mr. Goopwin. I will follow through with the same example. Take 
the Employment Service. We have been getting as a regular thing 
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reports from 100 areas in the country as to what the labor-market 
situation is—in other words, what the supply and demand are for 
labor in any of the large labor markets of the country. That in- 
formation becomes valuable now in the placement of contracts. The 
Department of Defense, for instance, wants to know in what areas 
there is surplus labor or in what areas there will be certain types of 
skills. They asked us sometime back to increase the reporting from 
100 areas to 150, and we have done that. Now, this request we have 
made, among other things, would provide for getting reports from 
150 areas instead of 100 so that the Department of Defense will have 
that information when they place contracts and they will know what 
the labor-market situation is, whether it will create community prob- 
lems by placing contracts in the area. That is one example of the 
increase in volume but no basic change in the type of function. 


RECRUITMENT OF LABOR 


Mr. Cannon. Basically your need now is for labor generally with 
special emphasis on the need for trained labor? 

Mr. Goopwin. Yes, sir. 

Mr. Cannon. And the situation is much more acute than it was 
at the beginning of the last war, you say. I take it for granted that 
you learned many lessons and naturally learn by doing, and we 
Jearned many lessons from our experience, especially in the recruit- 
ment of labor and the allocation of labor, in the Second World War. 

With that before you, what steps are you taking, first, to increase 
the labor supply and, second, to meet your special needs for trained 
labor? What steps are you taking to recruit Jabor that will be 
needed, and what steps are you taking to train the men for those 
special positions which must be filled ? 

Mr. Goopwrn. Take the first one of the steps taken to recruit labor. 
I am sure the committee knows we do not have this problem equally 
all over the country. I mean the areas are different. It is not quite 
the same in your State as in other States and in the communities in 
your State. 

Mr. Cannon. It is a problem, then, of shifting labor; is that it? 

Mr. Goopwin. That is one of the problems. But sticking to the 
point you raised, one of the things we learned in World War II was 
that you get into trouble if you put on a recruitment campaign for 
the country as a whole. We tried that at one point in World War II 
on women. There was a general appeal, Nation-wide, for women to 
come in and take defense work. ell, there were a lot of areas in 
the country where they were not needed. There were many areas 
where they were needed, and it was all right there. But we got many 
of them in employment offices, and they registered for work; then, 
when they did not get work right away, they were disappointed. 
When they were wanted later, it was hard to get them to respond. 
The lesson in that was that recruitmentyprograms should be put on 
only in those areas where the people are nfeded, and we are proceeding 
on that basis. 

Mr. Cannon. It is a matter of selection. 

Mr. Goopwin. It is a matter of selection. It is a matter, first, of 
knowing what your labor-market situation is by areas. Then, when 
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your demand from the civilian and defense employment gets to the 
point where you can use them, you put on your campaign locally. 


WOMEN IN WORK 


Mr. Cannon. Another lesson which we learned in the last war 
is that there was a great deal of work which women could do that 
would release men for some definite military service. That is true 
in this country and other countries all over the world. I suppose 
never before was the womanpower of the Nation mobilized to the 
extent it was in the Second World War, but apparently—and I ask 
you this as a question—the recruitment of women in the United States 
was less emphasized and the percentage of women engaged in wartime 
industry was less than it was in any other country in the world, with 
the possible exception of Germany. Is that true? Is it true that 
we did not fully utilize womanpower in World War II in the United 
States? 

Mr. Goopwrn. I think thet is generally true. Mr. Clague, the 
Commissioner of the Bureau of Labor Statistics, is here, and he might 
know if that was true. I know the percentage of women used in 
Great Britain was greater than ours. 

Mr. Cannon. And in Russia, too? 

Mr. Goopwin. Yes. 

Mr. Cannon. There they drafted women between the ages of 18 
and 45, I believe. 

Mr. Goopwin. That is right. 

Mr. Cannon. And in Russia they drafted them between the ages of 
16 and 60. 

Mr. Goopwin. I believe so; I believe that is right. 

Mr. Cannon. Then we did not fully utilize our womanpower in the 
last war. Is there a prospective and potential reservoir of labor 
which we can use in an emergency ? ‘ 

Mr. Goopwin. Yes; there is. It represents the largest single source 
for expanding the labor force and bringing additional people in. It 
is by far larger than the older workers or the handicapped. During 
World War II, about 38 percent of our labor force were women. 
After the war that dropped down, and it is in the neighborhood of 32 
percent now. set : 

Mr. Donson. At the present time, it is probably one-third. | 

Mr. Goopwin. Yes. It is about 32 percent now. So there is that 
difference between what we have now and what we had in World War 
II. We may have difficulty, however, in getting even as high as we 
were in World War II, because the birth rate has gone up. We have 
a higher percentage of women in the age groups who normally accept 
employment, who have small children, and they are less inclined to 
take employment. For this reason there will probably be difficulty 
in getting back up even to the 38 percent we had in World War II. 

Mr. Cannon. Just how eflicient is the womanpower in replacing 
manpower ? ces, 

Mr. Goopwin. Well, in most occupations, the vast majority of occu- 
pations, they are just as efficient. There are some occupations requir- 
ing strength where they do not measure up, but we placed them and 
found them highly efficient in World War II in types of work that 
no one thought women could do. 
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Mr. Cannon. Then the prospect is that there will be no shortage of 
manpower by utilizing the supply of women available at any time even 
if we should have an all-out war? 

Mr. Goopwin. I think if we should have an all-out war, we would 
have an over-all manpower shortage. Of course, what happens then 
is that the armed services shoot up and take away a large number of 
people who are in civilian work. 

Mr. Cannon. You do not think there are enough women available 
to supply that shortage ? 

Mr. Goopwrn. No. We just barely missed, in my opinion, a real 
labor shortage in World War II. We had _ difficulty in meeting 
the manpower problem, but, as something that actually cut back war 
production, manpower was not a major bottleneck in World War II. 

Mr. Cannon. But there is a sufficient supply of labor in sight, bar- 
ring an all-out war? 

Mr. Goopwin. We think so; yes. 


TRAINING OF WORKERS 


Mr. Cannon. What steps are you taking to train workers for special 
work required in some of our plants? 

Mr. Goopwin. The principal activity in the Department of Labor 
is the apprentice-training program, which is being expanded. The 
Bureau of Apprenticeship, in addition to the apprenticeship work, is 
working with industry now on some short-time training programs. 
Mr. Patterson, who is the director of that Bureau, is here, and if the 
committee would like to have the details on that particular program, 
he would be glad to give them to you. 

That is true of the other components of the Department of Labor 
that are in this particular budget. The representatives are here for 
furnishing the details if the committee wants them. 


1951 APPROPRIATIONS 


Mr. Cannon. What is the total of your 1951 regular appropriations 
for the regular activities of the various bureaus involved in this 
particular estimate ? 

Mr. Dopson. I do not have the total; I have it individually. 

Mr. Cannon. Approximately what is it? You can supply the 
exact figure for the record. 

Mr. Dopson. It would be about $16.5 million. That is not including 
a grants to States for Employment Service which would total $178.5 
million. 

Mr. Cannon. The $178 million would be in addition ? 

Mr. Dopson. Yes, sir—the $178.5 million. 

Mr. Goopwin. That is for both unemployment insurance and Em- 
ployment Service operations in the States. 


PERSONNEL 


Mr. Cannon. What is your total personnel in those bureaus? 
Mr. Dopson. I have it for the Department, but I do not have it for 
these bureaus. There are 5,953 for the Department. 
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Mr. Cannon. Of course, we are particularly interested in these 
bureaus. 

Mr. Dopson. I can give it to you bureau by bureau. 

Mr. Cannon. Suppose you supply that and also let us know how 
many vacant positions you have in those bureaus affected by this 
estimate. 

Mr. Dopson. Yes, sir. 

(The information is as follows :) 


Number of positions and vacancies in the regular appropriation of the Department for 
which supplemental defense funds have been requested 





Number of 


positions Vacancies 





Office of the Secretary 

Bureau of Labor Standards 

Bureau of Veterans’ Reemployment Rights 

Bureau of Apprenticeship 

ee EE CNN ne ns oo ld ecunnctinesedbceewescrensees 
Bureau of Labor Statistics 











Mr. Cannon. You say here you have 268 employees as of the end 
of February. How many of them were transferred within the 
Department of Labor, and how many other employees do you have 
in those 268 ? 

Mr. Dopson. Of the 268 we have on the rolls, I would say very few 
are employees transferred from within the Department. They are 
practically all new. 

Mr. Cannon. All of them are new ? 

Mr. Dopson. Practically all of them are new. 

Mr. Cannon. Would it not have been advantageous to have trans- 
ferred experienced personnel ? 

Mr. Dopson. For example, in connection with the program for 
apprentice training service, which is largely expansion of the appren- 
tice training work, the key personnel there take new personnel and 
train them. 

Mr. Cannon. How about the key positions, or do you have any 
key positions in your new personnel? Do you retain your old 
leadership ? 

Mr. Dovson. We have some key positions in the new personnel. 
That is, in the Office of Defense Manpower we are recruiting new 
people. That is in Mr. Goodwin’s own office. But Mr. Werts, his 
immediate assistant, is a transfer from another unit in the Depart- 
ment. 

Mr. Cannon. You say you expect to have 537 by June 30. That 
leaves 269 yet to be secured. Where do you expect to recruit those 
additional 269 to make up your 537 ? 

Mr. Dopson. With regard to apprenticeship training, which has 
a total of 240 scheduled for it, there are civil service registers from 
which those people are coming. 
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SPACE 


Mr. Cannon. What is your space situation? In view of the fact 
that you are merely expanding your operations, it is probable you 
will need no additional space. 

Mr. Dopson. We will need additional space. We have estimated 
in Washington we will need about 20,000 additional feet. That is 
not just attributed to the programs here, but we do work on a cost 
basis for many of the defense agencies, particularly in the Bureau 
of Labor Statistics. But with regard to this program, there will not 
be a great deal of need for space, because a great many of these people 
will be in the field. 


TRAINING ProGRAM 


Mr. Kirwan. What I want to ask you is what kind of a training pro- 
gram was maintained before we got into this emergency. Were ap- 
prentices being trained enough to meet the skilled labor trades-needs 
over the country ? 

Mr. Dopson. No, sir. We have continually stated that we have not 
been training skilled workers fast enough. ‘ 

Mr. Kirwan. Why was not that being done ? 

Mr. Dopson. Mr. Patterson, who is the Chief of the Apprentice 
Training Service, I think is better qualified than I am to answer that, 
but I can give you an answer. 

Mr. Krrwan. Go ahead and give us the answer. 

Mr. Dopson. The answer is that we have used our resources to the 
maximum and just have not had enough resources to set up enough pro- 
grams to train the number of skilled workers required. 

Mr. Kirwan. Do not you think that has a tendency to raise the price 
of everything, when you come into the building game, when you have 
not enough skilled workers? 

Mr. Dopson. I think—in fact, I know—in the last war, because of the 
fact that there were not sufficient numbers of skilled workers, millions 
of dollars’ worth of production found its way into the scrap heap. 

Mr. Kirwan. And that is the same now if not more so than at any 
time in the history of America ? 

Mr. Dopson. I think so. 

Mr. Kirwan. Do you not find that there is better supervision today 
in industry and business than at any time in the history of America ? 
What I mean is that up until 1929 it was the little industry or utility 
that had what you would call an efficiency man, and if you stood out 
as a workman, your job was eliminated. That was his job until they 
finally got to a point where they almost eliminated themselves and 
there was nobody else to eliminate. But yesterday in my home there 
was a fellow I worked with for 20 years, and looking back to the 
steel plant where we worked with the hot-metal crew, although they 
have better equipment and everything, they are now employing three 
crews where one used to do it. You see what I mean? 

Mr. Dopson. Yes. 

Mr. Kirwan. There are more men employed in the plant today than 
at any time in its history, in steel plants—more men now employed than 
at any time in history. And they have no efficiency man to do the 
cutting off of some fellow when he is standing up on his shovel, as 
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you know. And what goes for the steel plants I think occurs over 
the Nation. That is where I think all of that 61 million comes in. I 
again repeat there is no efficiency man cutting them off, but the super- 
vision is better, and they are finding that labor itself is not the high 
cost of production. 

Mr. Dopson. I think there has been progress both by management 
and labor. 

Mr. Kirwan. Yes; wonderful progress in both of them. But I do 
not think they have made the strides they should have made in the ap- 
prentice training of more people. 

Mr. Dovson. We certainly feel that way in the Department of 
Labor. There certainly is a shortage of apprentices in a number of 
critical occupations at the present time. 

Mr. Wutrren. What is the over-all total of personnel in the Depart- 
ment of Labor? 

Mr. Dopson. In 1951 the total positions required for continuing 
activities is 5,953. 


ALLOCATIONS TO STATES FOR EMPLOYMENT 


Mr. Wuitrren. What is the total appropriation, including alloca- 
tions to the States for employment offices ? 
Mr. Dopson. This year, $230,000,000. I will insert the exact figure. 


(Nore.—The total amount available for expenditure is $227,925,677.) 


DIVERSION TO DEFENSE ACTIVITIES 


Mr. Wuirrten. I have been disturbed and have put in the record 


at several places what I consider to be the failure of the Government 
to divert governmental activities to national defense as fully as we 
should. I am going to ask the subcommittee to give consideration 
to this, but I would like to have your thoughts on it. 1 think we need 
to have the regular activities of the Government steered away from 
peacetime activities to the extent necessary to meet national defense by 
each primary defense unit. That would include Mr. Wilson, Mr. 
Johnston, Mr. Harrison, and Mr. DiSalle—say those four. To give to 
the primary defense units the right to call on any regular department 
or agency to provide for such detinan unit such information or service 
as may come within the jurisdiction or purview of such department 
or agency, and such department or agency so called on shall provide 
such information and, service by such curtailment of its regular activ- 
ities as may be necessary, and is hereby directed to use its full right 
to transfer funds within such departments, if necessary, to carry out 
this obligation. 

Now, what authority do you have within your appropriation to 
transfer from one item to another—®5 or 7 percent ¢ 

Mr. Dopson. Five percent—not to increase or decrease an appropria- 
tion by more than 5 percent. 

Mr. Wuirren. Now, you have a $220,000,000 operation, including 
the States offices, where much of this work comes in? 

Mr. Dopson. I do not believe the 5 percent applies to the grants 
appropriation. 

Mr. Wuirren. It probably would not. 





406 


Mr. Dopson. Also, there has been $30,000,000 in ‘there—— 

Mr. Wurrren. Of course, if the 5 percent provision were not large 
enough, that could be increased. But you folks are taxpayers and 
citizens and are interested in the over-all, and we are asking the Amer- 
ican people to divert their peacetime operations to national defense. 
And what is wrong and why would not this work if we were to pro- 
vide for these four primary defense agencies, say—that is, they are 
set up to do something now that is different and actually to run the 
show—and why would it not be appropriate and proper to say that 
any other Department of the Government should provide for them 
what they need in the way of information or services and curtail their 
—" operations to that extent? Is not that what we should do! 

{r. Dopson. I think we have redirected, in the Department of 
Labor, our operations toward the defense effort. 

Mr. Wuirtren. You have, and each other agency has to a limited 
extent. But I have not found yet where any department, as a re- 
sult of changing the emphasis, has cut out one position or returned 
$1 to the Treasury. Has your Department ? 

Mr. Dopson. No, sir; we have not. And I would like to go further 
and make this statement, that during the last war Congress saw fit 
to make national defense appropriations to all of the bureaus that are 
now requesting funds here. 

Mr. Wuirren. I am trying to improve on what we did in the last 
war. I was here, and we wasted millions and millions and millions 
of dollars, because there we put all national defense in a separate 
basket and let it be too much of a separate undertaking. This time 
we had hopes that would be gotten away from, because it was an- 
nounced that this time it was going to be handled by the old line 
departments, but we find in sitting on this committee—and this 
is not an attack on your Department ; it is no different from the others 
we have had up—we find in each instance they are asking for extra 
funds and extra personnel to do the wartime job, and we have yet to 
find where a single position in the regular activities has been eliminated 
or a single dollar returned to the vines, except in connection with 
agriculture, and there it was because they did not have to measure 
these crops they were supposed to have controls on. I mean the 
work itself was eliminated. That is the only place that I recall off- 
hand, and it strikes me this is what we should do in this committee. 

Mr. Dopson. The point I was leading up to is that our history dur- 
ing the last war ties in, I think, with the present situation, that the 
entire work we are doing in the Department of Labor is of a nature 
that becomes more important during an emergency. 

Mr. Wuirren. You and I could discuss the importance of this all 
day. Iam not saying I am questioning the importance of this; I am 
saying if this is so important and if the Federal Treasury’s situation 
is as I understand it is, our discussion should be to curtail all of the 
peacetime activities to the extent necessary to do this thing you say 
1s SO important. 

Mr. Dopson. The Bureau of Apprenticeship during peacetime has 
been trying to train enough journeymen. There are not enough jour- 
neymen to meet the situation; so we must have additional money to 
expand their activity. 
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In connection with the Bureau of Employment Security, which 
includes the Employment Service which Mr. Goodwin talked about, 
its work becomes intensified. 

I am not arguing against your principle. We have tried to carry 
out the principle of curtailment wherever possible. 

Mr. Wuirren. Just tell me the first office that has been abolished 
or the first dollar returned to the Treasury from your regular 
activities. 

Mr. Dopson. The curtailments have not, been in the form of reduc- 
tions but in the form of redirection of the program. 

Mr. Wurrren. If we accept that statement and accept the state- 
ments of Agriculture, Interior, and all of the rest of them, it means we 
have to carry on every dollar of expense the Federal Government has 
carried on, keep every employee we have today and just add this extra. 
And we cannot doit. So what is the answer? 

Mr. Dopson. There is one other point. In setting up our regular 
appropriation request to the Congress, we have not included certain 
programs which we thought would be good programs for the country, 
but because of the defense expense and igeblocns we did not think it 
was timely to do so. 

Mr. Wuirren. Let us get back tothis. You are talking about what 
the Budget Bureau has sent up. Let us talk about your recommenda- 
tions to the Budget Bureau. How many positions did you recommend 
to eliminate and how much money did you recommend to save in your 
request to the Budget Bureau—not what they sent up to the Congress? 

Ir. Dopson. The Bureau estimates submitted to the Secretary’s 
office, which did not get to the Budget Bureau for programs, would 
have totaled more than $5,000,000. 

Mr. Wurrren. How is that again? 

Mr. Dopson. The Bureau programs which were submitted to the 
Secretary’s office for consideration for inclusion in the budget for 
1952 which were not approved would total more than $5,000,000. 

Mr. Wuirren. You understand this is no attack on you. Your sit- 
uation is exactly what the situation of the others has been. 

Mr. Dopson. I see the point you are making. 



























REQUESTED APPROPRIATIONS 





Mr. Fogarty. Mr. Dodson, how much more did you request in 1952 
than you had available in 1951? 

Mr. Dopson. Request of the Congress ? 

Mr. Focarry. Yes. 

Mr. Dopson. It is a net increase of $363,000 for all bureaus. 

Mr. Focarry. That is for the entire Labor Department ? 

Mr. Dopson. Yes, sir $363,323. 

Mr. Fogarty. Over 1951? 

Mr. Dopson. Yes, sir that is over 1951 after you take out the re- 
serves established under section 1214. 


GRANTS TO STATES 





Mr. Focarry. Of the total estimate for the Labor Department for 
1952 how much is for grants to States under the Employment Service 
and Employees’ Compensation, and so forth ? 
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Mr. Dopson. $169,560,000 for grants to States for Unemployment 
Compensation and Employment Service activity. There is $31,000,000 
to meet the cost of employees’ compensation. That is for Federal 
employees injured on the job. In addition to that we have $1,250,000 
se a temporary project known as the revision of the Consumer Price 

ndex. 

Mr. Fogarty. Which will be completed in this coming fiscal year ? 

Mr. Dopson. Yes, sir. 


TOTAL APPROPRIATIONS 


Mr. Fogarry. What does that make the total, including the Employ- 
ees’ Compensation and the Employment Service? 

Mr. Dopson. For 1952 it is $231,289,000. ° 

Mr. Foearry. Taking the Employment Service out, and also the 
Employees’ Compensation fund, how much will there be for the De- 
partment of Labor itself? 

Mr. Dopson. $29,479,000. 

Mr. Foearry. I think that is all at this time. 

Mr. Wuirren. Mr. Taber? 

Mr. Taser. There are two or three things I seem to be confused on. 


OVER-ALL APPROPRIATIONS 


I understood you at one point to say the appropriations for the 
Labor Department, over-all, for use in the Department were $16,000,- 
000, and there was $178,000,000 for transfer to the States. Then you 
said something about there being $220,000,000 over-all. I am afraid 
I do not have that straight. 

Mr. Dopson. I understood the chairman to ask me the totals for the 
specific bureaus that were included in the defense request here. 

Mr. Taser. The $16 million is not the Department, but is simply 
for the specific bureaus involved in this operation ? 

Mr. Dopson. That is right, sir. 

Mr. Taser. Or is it for the Department operation itself? Is the 
$178 million figure correct for transfers ? 

Mr. Dopson. That is for the current year, but Mr. Fogarty was 
asking a question for 1952. 

Mr. Taser. I would not expect that those two figures would jibe, 
but I did expect that the other figures would. I was not referring to 
Mr. Fogarty’s figures there. 

Mr. Dopson. We have $178,500,000 originally appropriated for 
grants to States for this year. 

Mr. Taser. Your over-all appropriation is $220 million, including 
the grants for this year? 

Mr. Dopson. For this year, including the grants, it is $235,527,000, 
but the Bureau of the Budget has taken reserves of $7,742,000. So, 
roughly, it is $228 million for this year. 

Mr. Taner. $228 million is about the figure that you are operating 
on at the present time? 

Mr. Dopson. That is correct. 
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EMPLOYEES 


Mr. Taser. Do I have the other figure right, 5,953 employees? 

Mr. Dopson. Yes, sir; that is right, 5,953. That is, Federal em- 
ployes, Mr. Congressman, and does not include those paid from the 
grant appropriation. 


DEPARTMENTAL 


Mr. Taser. How much money is involved in the departmental ap- 
propriations? It is practically an even $50 million, is it not, $178 
million subtracted from $228 million ? 

Mr. Dopson. This year we have $25 million for making payments 
for employees’ compensation. You see, we have the Bureau of Em- 
ployees’ Compensation in the Labor Department, for payments to 
employees injured in line of duty. 

Mr. Taser. You have $25 cecitiions for that? 

Mr. Dopson. Yes, sir. 

Mr. Taser. That $25 million is only partly administrative? 

Mr. Dopson. None of that would be administrative, sir. That is all 
for the claims’ payments. The administrative total that Congress 
approved for us was $30 million, but reserves were taken under 1214 
of $1,381,000. 

Mr. Taper. The reserves were $1,381,000 ? 

Mr. Dopson. Yes, sir. 

Mr. Taser. So your available money for administrative expenses 
was how much? 

Mr. Dopson. About $28,700,000, Congressman Taber. I have not 
included $2 million that was also provided for a temporary project 
which ends in 1952. 

Mr. Taser. You have not included $2 million ? 

Mr. Dopson. For a temporary project which ends in the fiscal year 
1952, in that administrative total of $28,700,000. 


APPRENTICESHIP TRAINING 


Mr. Taser. How much is the regular appropriation, if any, for the 
apprenticeship training service ? 

Mr. Donson. $2,776,000 for this year. That is the net amount avail- 
able for expenditure. The Bureau of the Budget took $12,000 for a 
reserve. There was actually appropriated $2,788,000. 

Mr. Taser. How much has already been expended for that pur- 
pose out of the allotments that have been made to the Department 
of Labor, for the activity that Mr. Goodwin has been talking about 
for the apprenticeship training, if any? Has any of it been expended 
so far for apprenticeship training ? 

Mr. Dopson. Yes, sir. Through March 31 we will expend $294,855. 

Mr. Taser. That is out of the allotment that has already been made 
to you? 

Mr. Donson. Yes, sir. 

Mr. Taser. How much are you asking for presently for that pur- 
pose ¢ 

Mr. Dopson. $208,000 additional for the rest of the year. 
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Mr. Taner. Out of the $730,000 that is presently before us you are 
asking for $208,000 for this apprenticeship training ¢ 
Mr. Dopson. That is correct. 


EMPLOYMENT SITUATION 


Mr. Taser. Throughout the country your organization probably 
will have an easier time placing people who are looking for jobs 
presently than they did earlier, and they would not have to expend 
as coe energy on that feature as they have heretofore; is that not 
right 

Mr. Goopwrn. I think I might reply to that question, Mr. Congress- 
man. That is true. The additional work now comes in recruitment 
campaigns. 

Mr. Taser. There is not enough help, rather than not enough jobs? 

Mr. Goopwin. That is right. It is just turned around. Take the 
farm program, for instance. We are going to have a problem there. 


FARM PROGRAM 


Mr. Tazer. Do you provide the help for the farms? Do you operate 
service for farms! 

Mr. Goopwin. Farm placement service, yes, sir. That problem has 
increased tremendously. It is a problem of getting people to move 
sometimes for considerable distances in order to take those jobs. We 
have had to expand the importation of foreign workers in order 
to help meet the farm problem. ; 


DEFENSE MANPOWER 


Mr. Taser. You have an item in here for the Office of Defense Man- 
power, which is a separate item from the Office of the Secretary. 
That is $61,000 on the setup out of the allotment, and $53,000 out of 
that which is presently before us. Why do you need as much money 
as that for just the main office of this setup ? 

Mr. Goopwry. Well, it is a job of coordination of the various units 
within the Department. We thought this was a rather small office for 
that purpose. It is much smaller than we thought necessary. 

Mr. Taper. You have 24 people in it? 

Mr. Goopwin. I believe that is the figure. 

Mr. Taser. No, you have 9 in it now. 

Mr. Goopwin. We have 9 in it now, but the authorization is higher. 

Mr. Taser. You are hoping to go to 11? 

Mr. Goopwin. That is right. There is an authorization for 11. 


SECRETARY’S OFFICE 


Mr. Taser. Out of this appropriation the Secretary’s Office has 
24. How many do they have regularly on their regular roll? 

Mr. Dopson. 300. 

Mr. Taser. 300? 

Mr. Dopson. Yes, sir. 

Mr. Taper. Were any of the 24 that are presently there or any of 
the 9 that are on the Defense Manpower setup taken out of the group 


St tee soak a 


FL aL Se 





oe 


ae 





Seen aT, OP er ee te ee 





411 


who were originally on the roll when this annual appropriation bill 
was under consideration ? ; 

Mr. Dopson. It was taken out prior. There is one in the Office of 
Defense Manpower, as I recall, that comes from the roll of the Office 
of the Secretary, and one person in the Secretary’s Office. 

Mr. Taper. Just two? 

Mr. Dopson. Two; yes, sir. 

Mr. Taser. How many of those 24 in the Secretary’s office pres- 
ently have been regular employees or previously were employed in 
the Secretary’s office? 

Mr. Dopson. Several of them have been, but most of them are new 
employees, sir. I want to qualify that. They have either been 
employed for the Secretary’s office at one time or another or in some 
bureau in the Department. Still, most of the 24 will be outside 
people that we have recruited. 

I might say, sir, of that 24 there is a telephone operator, duplicat- 
ing machine operators, staff in the personnel office, and the payroll 
clerks, and similar types of employees. 

Mr. Taser. Why do you need 24 extra people to service this job in 
the Secretary’s oflice ? ‘ 

Mr. Dopson. Well, as I stated, there is the telephone service which 
has stepped up tremendously. 


ADDITIONAL WORKLOAD 


Mr. Taser. In the Department the number of people over all taken 
on outside of the Secretary’s office was 54. That would not take up 
a terrible lot of that sort of thing. 

Mr. Dopson. We have picked up more than 54, sir, outside of the 
Secretary’s office. We have picked up a total of 189. 

Mr. Taser. You have 189 1n the field. 

Mr. Dopson. And 78 in the departmental. That is a total of 267. 

Mr. Taser. But you only have 54 outside of those in the Secretary’s 
office in the Department. Your telephone activities would not run 
up terrifically. 

Mr. Dopson. The telephone activity increase is not measured to 
the 54. The activity increase is really across the board there, Mr. 
Taber. It has jumped up tremendously. We keep figures as to the 
increase in local calls, toll calls, et cetera, and we show a decided 
increase in the workload. There is only one additionai operator 
requested. 

There are six people in the personnel office. That is in keeping 
with the ratio for staffing the personnel office. 

Mr. Taser. Six people for the fifty-four ? 

Mr. Dopson. No, sir; for the whole program that is entailed here 
of 600 plus. It is for 614. 


BUREAU OF EMPLOYMENT SECURITY 


Mr. Taper. You have in here the Bureau of Employment Security. 
What is that? 

Mr. Donson. That is the Bureau that is responsible for the United 
States Employment Service and the unemployment compensation 
activities. 

Mr. Taser. All right. I did not understand that. 
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BUREAU OF LABOR STATISTICS 


You have an item here for the Bureau of Labor Statistics, and you 
are estimating a very large set-up for that. That totals 74 at the 
end of this fiscal year. Why do you need any such amount for that? 

Mr. Dopson. Mr. Clague, the Commissioner of the Bureau of Labor 
Statistics, is here. 

Mr. Taser. Why do you need any such amount as 74 people? Why 
do you have to have that many? What do you expect to do that will 
take 74 people? 

Mr. Ciacuer. One of the items we have is for work in accident sta- 
tistics, i. e., the collection of data on industrial accidents in factories 
in this country. 

Mr. Taser. That is a regular activity of your organization ? 

Mr. Ciacur. That is right. 

Mr. Taser. Why would that be any more burdensome than what 
you already have? 

Mr. Ciacur. Mr. Congressman, there is a plan under way in the 
Department to work with the States, growing out of the national 
conferences held on accident prevention, which have been held for 
two successive years now, leading to a collaboration between the Bu- 
reau of Labor Standards of the United States Department of Labor 
and the State departments of labor, in reducing accidents. 

Mr. Taser. Why would the Bureau of Labor Statistics have a 
build-up on account of that? The Bureau of Labor Standards might, 
but I was wondering why the Bureau of Labor Statistics would have 
a build-up on that account. 

Mr. Ciacur. The Bureau of Labor Statistics gathers the statistics 
for the Bureau of Labor Standards and for the States in this field; 


our purpose is to make more studies of the causes of accidents in the 
industries that have a high-accident rate. 

The accident rate since Korea has started upward. One way of 

saving manpower in this country is to — accidents of people 
1 


already on the job. That accident rate had been falling for several 
years; but after the episode in Korea, the rate started upward, and 
we have more accidents now than we had before. 

The feeling was that if an effort were made to study the causes of 
these accidents in more industries with rising rates, it would be pos- 
sible to prevent some of these accidents and thereby save some of these 
people who are working. 

Mr. Taser. Have these accidents come since the 1st of January, 
or something like that, or did they come before that ? 

Mr. Ciacue. No, sir. 

Mr. Taser. You had this conference at about the 1st of January, 
when things would be available, and the employment on account of 
defense activities had only gone up by 200,000, according to what Mr. 
Goodwin told us awhile back. 

Mr. Goopwin. 300,000. 

Mr. Taser. I thought it was 200,000. 

Mr. Goopwin. 300,000. 

Mr. Taser. I understood you to say 200,000. Maybe I have it 
wrong. 

Mr. Goopwin. Maybe I said it wrong. 

Mr. Taser. I will not guarantee my figure. 
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Mr. Cuacue. Mr. Chairman, the chart I have here shows that during 
1949 there was a general downward trend in accidents in factories 
in this country and that trend continued in early 1950. But when 
employment expanded—not only in defense employment but in other 
kinds of employment, the accident rate rose until now it is running 
above last year. There have been three successive quarters of in- 
creased accidents. 

Mr. Taser. You mean that there is a period in the middle of the 
year, anyway, when the accident rate runs up; is that not so? 

Mr. Cxiacur. That is true. 

Mr. Taser. This is a little bit above what it was the previous year, 
but not markedly so. The curve seems to be in more or less the same 
direction, where you have started it down. Perhaps it is not quite as 
sharp. 

Mr. Cuacue. If you will look at the beginning of the year you will 
see that. 

Mr. Taser. That is the beginning of the year 1949? 

Mr. Cracur. Yes. 

Mr. Taser. You had a downward tendency ? 

Mr. Cuacur. Yes. 

Mr. Taser. In 1950 the tendency was up rather than down at first. 
It did go down again a little later in the year, about April or May. 
I cannot see that exactly. 

Mr. Cracur. Yes. 

Mr. Taser. Then it went up again and crossed above the 1949 figure. 
Does that represent numbers of accidents ? 

Mr. Ciacue. This is the frequency of the accidents, yes. The num- 
ber of accidents in relation to the number of people employed. 

Mr. Taser. It is a percentage! 

Mr. Ciacur. The rate or percentage; that is right. 

Mr. Taser. It does not mean the number? 

Mr. CLacur. No. The number went up, too, because there are more 
people employed. The number went up worse than this rate. 

Mr. Taser. Maybe you would expect that in a case of rising employ- 
ment, always, because of the fact that you take on more green help. 
That would be a normal expectancy. The green help probably would 
have three times the percentage of accidents that the old stand-by help 
would have. 

Mr. Ciacur. They have more. 

I may say, Congressman, that during World War II this same thing 
happened. There was a rapid rise in the rate during 1942 and in the 
war years. During that period of time, also, the Bureau of Labor 
Statistics was given funds from the Defense Department at that time 
in order to cae these prevention studies that might lead to some re- 
duction in accidents. 

Mr. Taner. Did you get any results from that ? 

Mr. Ciacur. Yes, Mr. Congressman; we did get good results. Our 
results are made available to the industries in which. the studies are 
made. We select for study the industries which have the high rates. 
For example, let us say that a certain industry has an exceptionally 
high or rising rate. After it is selected, if the States want to put 
on a campaign to reduce accidents, or the industry itself is interested 
in our study, then we go ahead with the study. Usually, the industry 
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publicizes our results through its employers and through its trade 
papers, and you often get reductions in accidents as a result of that 
industry interest. 


EXPENDITURES 


Mr. Taser. I wonder who can tell me something about the expendi- 
tures out of this $573,000 fund down to the 1st of March, let. us say. 
Could somebody tell me that? 

Mr. Dopson. You mean the amount, sir, or what it has been used 
for? 

Mr. Taser. I mean the amount of expenditures down to the Ist 
of March. 

Mr. Cannon. Did you say the 1st of March? 

Mr. Taper. Yes. That is the 1st of this month. I would not ex- 
pect them to have it any further down than that. 

Mr. Foearty. You said the 31st on some, did you not, Mr. Dodson ? 

Mr. Taser. He might have, but I was asking as to the 1st of March. 

Mr. Dopson. I am sorry; I do not have the figure for the ist of 
March. We have an estimated figure for the 31st. 

Mr. Taner. You have estimated it, but I wanted to see what you had 
actually expended. Do you have that? 

Mr. Dopson. I am sorry; I do not have the figures to March 31. 

Mr. Taser. I did not mean March 31. 

Mr. Dopson. Through March 1. 

Mr. Tazer. February 28 might be the date you would have it. 

Mr. Dopson. No, sir. What we did was to make what we thought 
was a conservative estimate. 

Mr. Taper. Suppose you put in the record at this point your ex- 
penditures down to the 28th of February. 

Mr. Dopson. Yes, sir. 

Mr. Taser. That will be the end of the month. 

Mr. Dopson. We would be glad to. 

(The information is as follows:) 


Obligations of record as of February 28, 1951, total $316,120. 


PERSONNEL 


Mr. Taser. How many people have you presently on the roll in these 
different set-ups? Does this show what are presently on the roll, or 
is this just an estimate ? 

Mr. Dopson. No, sir; the column is entitled “Current Employment.” 

Mr. Taser. It is as of what date? 

Mr. Dopson. It is as of February 23, sir. 

Mr. Taper. You have a proposal to increase some of those quite a 
little. The Bureau of Labor Standards is proposed to be increased 
17 from nothing. The Bureau of Veterans’ Reemployment Rights is 
to go from one to eight. They have another employment service for 
veterans over in the Veterans’ Administration, also, have they not? 


Mr. Dopson. This deals with handling reemployment rights of 
veterans. 


Mr. Taner. I see. 
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Mr. Dopson. This particular project here is a temporary project to 
study the possibility of applying reemployment rights to civilians, 
and just what effect the movement of labor will have on their pension 
rights, seniority rights, and so forth. 

r. Taser. You have a large increase in your Bureau of Labor Sta- 
tistics, also, from nothing to 36. You do not have any there now, do 
ou? 

Mr. Dopson. No, sir. The defense allocations were just approved 
for the Bureau of Labor Standards, the Bureau of Veterans’ Re- 
employment Rights, and the Bureau of Labor Statistics prior to the 
preparation of this estimate. 

Mr. Taper. You will hardly be able to do anything on them until 
after you get this appropriation through ? 

Mr. Dopson. We had the money granted to us and approved for 
this current quarter. 

Mr. Taser. All right. I think that is all I have. 

. Mr. Cannon. Mr. Davis? 


OFFICE OF DEFENSE MANPOWER 


Mr. Davis. As I understand it, the Office of Defense Manpower is 
involved in this as a new agency; is that right? 
Mr. Goopwin. That is right, sir. It was created last fall. 


INTERNATIONAL LABOR AFFAIRS 


Mr. Davis. Is the Office of International Labor Affairs an old-line 
part of the Department ? 

Mr. Goopwin. Yes, sir; the Department has had that for several 
years. 

Mr. Dopson. That is a permanent part of the Department. 


COORDINATION WITH OTHER AGENCIES 


Mr. Davis. How does that work you spoke of about getting outside 
manpower in dovetail with the Office of Immigration work in that 
same field ¢ 

Mr. Goopwin. We work cooperatively with Immigration and the 
State Department on that program. All negotiations have to be con- 
ducted with participation by the State Department. The actual ne- 
gesetons on the terms of the agreement are carried largely by the 

epartment of Labor. 

Mr. Davis. In other words, you inform them as to what you are 
going to need and where you expect to get them and they work out 
the actual details of permitting them to come in; is that right ? 

Mr. Goopwin, No; we actually work out the details of it with the 
Mexican officials in cooperation with the Department of State. That 
is what it amounts to. 

Mr. Davis. As I understand it, there is no request here for any ad- 
ditional funds for that. You can handle that with the existing ma- 
chinery on any new program that may be made necessary for the de- 
fense program; is that correct ? 

Mr. Goopwin. Well, we have some legislation pending now on the 
farm program whieh will change the responsibilities of the Federal 
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Government. It grows out of a refusal on the part of the Mexican 
Government to continue the present arrangement beyond June 30 of 
this year. They want the United States Government to take more 
responsibility than we -have been able to take under existing law. 
Now, we have not yet considered what the cost of that additional re- 
sponsibility might be. It would not be large, but there may be some 
small additional cost involved in that. 

Mr. Davis. At least you do not expect anything additional in the 
next quarter, the last quarter of this fiscal year ? 

Mr. Goopwin. No. _ I think it would be as of June 30, or July 1, in 
terms of that responsibility. 


FARM PLACEMENT 


Some of this request here is to bolster cur regular farm placement 
responsibility. I mentioned a minute ago that that job was much 
larger than it has been. The job involved in that is the movement of 
domestic labor, migrant labor. That is a regular responsibility, but 
it will be a more difficult one this year and will require some additional 
personnel. There is some provision for that in this request. 


APPRENTICESHIP TRAINING 


Mr. Davis. In view of the rather large manpower increases in the 
Bureau of Apprenticeship Training and the Bureau of Employment 
Security and the Bureau of Labor Statistics do you have available 
without too much trouble what you would consider the existing normal 
complements of manpower within those three bureaus ? 

Mr. Dopson. You mean the total number of positions provided at 
the present time? 


PRESENT POSITIONS 


Mr. Davis. Yes. I do not mean by that just the expenses of those 
that could be attributed to expenses of defense production. I mean 
just what you would consider your normal. manpower in those three 

ureaus. 

Mr. Dopson. Apprenticeship has 485 positions in its regular appro- 
priation. The Bureau of Employment Security has 882. The Bu- 
reau of Labor Statistics has 1,120. 


REVISION OF CONSUMER PRICE INDEX 


Mr. Davis. You mentioned the revision of the Consumer Price 
Index. 

Mr. Dopson. Yes, sir. 

Mr. Davis. That is completely covered under your regular appro- 
priation and plays no part in this request here, even though it is men- 
tioned in the detail of the work you are doing; is that correct? 

Mr. Dopson. It has no part in this request; that is right. It is a 
temporary project which is scheduled to be through in fiscal year 1952 
«nd has no part in this defense work at this point, although the revi- 
sion will have great value to the defense effort. It was planned 3 
years ago, and 2 years of work have been performed and there is 1 
vear yet to be accomplished. 
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POSSIBLE DUPLICATION 


Mr. Davis. There is a request here of about $82,000 for the Bureau 
of Labor Statistics. This morning we had the Housing and Home 
Finance Agency here, and they submitted requests of roughly $140,000 
of work to be farmed out to the Bureau of Labor Statistics. Can you 
give me any assurance either by figures or otherwise that there is not 
a duplication between that request of $82,000 presented here and that 


7 $140,000, roughly speaking, that we received this morning? 
July 1,in | 


Mr. Dopson. Yes, sir; I think I can. What is requested here in the 
way of funds is for expanding the regular programs of the Depart- 
ment that are the Department’s responsibility. What is included in 
the housing estimate is something that they want tailor-made, but 
where we have a reservoir of information from which to start to make 
that tailor-made job for them, so they pay the cost over and above 
what we have already available in order to do the work that they 
desire. 

Mr. Davis. Do you have any breakdown of any kind as to the pro- 
posed use of that $82,000 in the Bureau of Labor Statistics ? 

Here is what I am concerned about: On page 11 of your justifica- 
tions you say: 

Statistics on housing and other construction are being provided to the Housing 
and Home Finance Agency— 
as a part of the reason why you need this extra money. Now the 
Housing and Home Finance Agency has come in and requested what 
they want of you in their own appropriation. I am a little concerned 
here to be able to justify both requests. 

Mr. Dopson. I see your problem, sir. Again, our regular program 
in the field of housing statistics includes an index on the number of 
dwellings started we certain information with regard to the types 
of dwellings but, again, the Housing Agency needs that information 
amplified to meet its needs, and we tailor-make a job to meet their 
needs. They pay for the cost over and above the basic data that we 
have, in order to do the work they desire. We may have to collect 
some information to supplement it, in order to give them the kind 
of information that they want. 

In connection with our own budget proposal we compile statistics 
in order to estimate the manpower required for various types of con- 
struction so that the military and other defense agencies may have an 
idea, when something is costing so many millions of dollars, how much 
manpower will be entailed. 

Mr. Davis. It would be very difficult, then, for you to detail the 
proposed use of that $82,000? 

Mr. Dopson. I think, sir, we can give you a breakdown that will 
show you how much we have in here for accident statistics, how much 
we have for doing the estimating of the over-all manpower require- 
ments per million dollars of contract, and so forth. We can break it 
down into three or four subdivisions. 

Mr. Davis. I think it would help to show that there is not any of 
that that is going for these other statistics that have been asked for, 
if that is the actual case. 

Mr. Dopson. I would be glad to supply it to you or insert it in the 
record, 
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Mr. Davis. I think probably it might be well to just put it right 
in the record following these questions and your answers to them. 
Mr. Dopson. All right, sir. 


(The information is as follows:) 


Manpower requirements and resources__-_.-~---------------------—— $31, 674 
Construction worker requirements_________--_--_---____--___-_---_-- 24, 246 
Comparative plant data on productivity in defense industries___-_____- 10, 335 
Defense safety programs (accident statistics) __.____- epee te .) 15, 745 

Shs ik ie RRS ee Op a aerate hat bo eee Pa NEED 82,000 


There is no duplication of any kind between the work which would be done 
by the Bureau of Labor Statistics for the Housing and Home Finance Agency 
as distinct from that which would be done for the Defense Manpower Adminis- 
tration. The Housing and Home Finance Agency has asked the Bureau to under- 
take additional work in the field of housing statistics. This means supplying 
additional data on housing production, the prices of new: houses, and the opera- 
tions of residential builders. The Housing and Home Finance Agency needs 
this information for the purpose of administering housing credit controls. 

On the other hand, the Defense Manpower Administration needs special data 
on the number and kinds of construction workers, particularly skilled crafts- 
men, who will be required for the construction of defense establishments, such 
as airports, cantonments, atomic energy plants, ete. This kind of information 


is needed in order to plan for the speedy and efficient construction of these de- 
fense establishments. 


BUREAU OF EMPLOYMENT SECURITY 


Mr. Davis. I have one more question with respect to the Bureau of 
Employment Security. I have asked you about your present em- 
ployees. What is the justification for the 61 additional people to be 
put in the Department here ? 

Mr. Goopwin. Well, a good deal of this is in connection with the 
additional information that we are obtaining about the defense areas. 
That information needs to be made available to the Department. of 
Defense and to the DPA. 

This also includes some liaison people with the production agencies. 

A good part of this increase is in the regional offices. The Govern- 
ment as a whole is going to a 13-regional-office set-up. At the time 
that order came out we had 11. We have to increase it by two regional 
offices. That also is in this amount of money. 

Mr. Davis. You said that the Government as a whole is doing this. 
What did you mean by that? 

Mr. Goopwin. The White House decided that all agencies that are 
concerned primarily with the defense program should have the same 
regional lines. They then had a problem of figuring out what States 
should be included in the regions to have the least disruption. The 
pattern that they decided upon was 13. We had 11 and we had to 
increase it by 2 regional offices. 

Mr. Davis. Those personnel in those regional offices are to be con- 
sidered as departmental rather than field personnel; is that correct ? 

Mr. Donson. There are 128 jobs for Sead pesaneie: 


Mr. Keenan. One hundred thirty-three in the field, sixty-one in 
Washington. 

Mr. Davis. Then we are talking about different mt You were 
explaining the regional set-up. There are 61 people to be here in the 
central office. I was wondering what justification there was for the 61, 
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Mr. Goopwin. On the 61, 22 of them are involved in the increase 
in the amount of reporting and analysis of labor marketing informa- 
tion that I spoke about earlier. Seven of them are in business man- 
agement. ‘Twenty-eight are in the Employment Service proper for 
the development of programs and that type of thing. One is in this 
group in farm placement. 

Mr. Keenan. Six are in farm placement. 

Mr. Dopson. Did you get the three in the office of the Director? 

Mr. Davis. No, I did not. 

I think that is all. 

Mr. Cannon. Thank you, Mr. Goodwin. 

Mr. Goopwrx. Thank you, Mr. Chairman. 


Turspay, Marcu 13, 1951. 
DEPARTMENT OF JUSTICE 


WITNESSES 


FREDERICK STRINE, ATTORNEY, CRIMINAL DIVISION 

GREGORY BRUCE, ATTORNEY, CLAIMS DIVISION 

F. C. KILGUSS, DEPUTY ADMINISTRATIVE ASSISTANT ATTORNEY 
GENERAL, UNITED STATES ATTORNEYS 

E. R. BUTTS, BUDGET OFFICER 


Crrminau Division 


Mr. Cannon. Mr. Strine, we are going to take up three divisions 
here, the Criminal Division, the Claims Division, and the United 
States Attorneys. We will take up the Criminal Division first. 

You represent the Criminal Division, do you, Mr, Strine? 

Mr. Srrine. Yes, sir. 

Mr. Cannon. You are requesting $20,800 for this additional work. 
Of course, we are thoroughly familiar with the nature of your work, 
and we realize, also, that no one has any great control or any control 
at all over the volume of your business. 


NUMBER OF EMPLOYEES 


Iwill ask you: How many employees are regularly employed in 
your Division at present ? 

Mr. Srrine. In the Criminal Division we have about 125 lawyers 
at present. 

Mr. Cannon. One hundred and twenty-five? 

Mr. Srrine. Yes, sir. 

Mr. Cannon. How many of those are attorneys? 

Mr. Kiuzeuss. That would be the attorneys. There are about 167 
employees in the whole Criminal Division, exclusive of those employed 
now under the McCarran Act for subversive control. We have added 
approximately 50 on that. 

Mr. Cannon. Those 50 have been added for defense work? 

Mr. Kireuss. No, they are on the internal-security work alone. That 
is work resulting from the McCarran Security Act of 1950. 
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oe Cannon. All right. How many attorneys did you have origi- 
nally 

Mr. Kireuss. Approximately 125, as Mr. Strine said. 

Mr. Cannon. How many have you added under the McCarran Act‘ 

Mr. Srrine. About 50 so far. 

Mr. Kireuss. Not 50 attorneys, but 50 employees. 

Mr. Cannon. How many attorneys have you added? 

Mr. Kireuss. I cannot tell you exactly. I can supply that. 

Mr. Cannon. All right. 

Mr. Srrine. I will supply that. 

(The information is as follows:) 


As of today, March 13, the Criminal Division has added 40 lawyers in connec- 
tion with the McCarran Act. 


Mr. Cannon. How many do you expect to have by the end of the 
fiscal year, June 30? 

Mr. Kireuss. They expect to add 170 all told. There will be 120 
more than the 50. That is employees. They are not all attorneys. 

Mr. Cannon. How many attorneys do you expect to add? 

Mr. Kircuss. I believe there are 107 attorneys. 

Mr. Cannon. Do you really expect now to have any litigation in 
your Division on the Defense Production Act, Mr. Strine? 

Mr. Srrine. I would expect that.we would have litigation during 
the fiscal year. It is true that ESA Enforcement and Investigat- 
ing Division has not yet sent us any criminal cases. 

Mr. Cannon. What would be the character of such litigation ? 

Mr. Srrine. As far as the Criminal Division is concerned there 
would be only criminal prosecutions sent to us. 


LITIGATION DUE TO DEFENSE ACT 


Mr. Cannon. What character of litigation would be brought about 
under the Defense Act that you would not have as part of your regular 
duties ¢ 

Mr. Srrrne. As far as the Criminal Division is concerned the De- 
fense Production Act creates eight new criminal offenses. 

Mr. Cannon. Eight you say? 

Mr. Srrine. Yes, sir. 

Mr. Cannon. Detail those, will you please? 

Mr. Srrine. Title I, section 103 of the Defense Production Act 
makes it an offense to violate the allocations and priority provisions 
which the National Production Authority will handle. 

Title IV, section 409 creates two offenses—one is violating the price 
contro] regulations of the OPS, and the other is to violate regulations 
relating to wage control, which will be put out by the Wage Stabiliza- 
tion Board. 

Title VI,.section 603 punishes violations of regulations regarding 
credit control. 

Title VII creates about four more offenses. Section 705 makes it 
an offense to violate the provisions of that section relative to require- 
ments for keeping records. The persons subject to the act must keep 
records of their business. 

Another subsection of section 705 makes certain information ob- 
tained under the Defense Production Act confidential, and makes 
it a criminal offense to reveal such information if it is confidential. 
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Section 710 of the Defense Production Act makes it an offense for 
any Government employee to use information which he obtained 
under the.act for any purpose of speculation, or to make any inform- 
tion which he obtained under the act available to a third person to use 
for speculation, and the last and eighth criminal provision, section 715 
makes it a crime for any person who engages in any strike against 
the Government, or belongs to an organization that advocates the right 
to strike against the Government or that advocates the overthrow 
of the Government by force or violence, to accept employment, the 
wages for which are paid from-any appropriation in this act. 

Mr. Cannon. It is possible that you would not have a prosecu- 
tion for the remainder of the fiscal year for any of those offenses at 
all; is it not? 

Mr. String. It would be possible. 

Mr. Cannon. Asa matter of fact, the probability is that you would 
not have many. 

Mr. Srrine. We feel from what we have been told that some cases 
will be referred to us, but the volume of them may not be too large. 

Mr. Cannon. Why could you not handle them with your regular 
staff? 

Mr. Srrine. Well, we have no regular staff for this particular work, 
Mr. Chairman. 

Mr. Cannon. You have given us the number of attorneys you have 
down there, 167, I think you said right now, and then by the time 
you add what you expect to add you would have a plethora of 
attorneys. 

There are two things we have too many of in the Government. 
We have too many automobiles, and we have too many lawyers, I 
think, throughout the Government. Do you not have enough at- 
torneys out of your regular force down there to handle any few cases 
that might come to you under the defense-production law? 

Mr. Srrine. It requires a little more, I think, than: just merely 
having lawyers to handle a few cases. It requires at least a nucleus 
of a staff of lawyers to learn the regulations and the background 
of the work which cannot be done overnight. 

Mr. Cannon. Well, it would not take an experienced lawyer long 
to master that. 


Criams Drvyiston 


Mr. Cannon. We will now take up the Claims Division. Mr. 
Bruce, of the Claims Division. 

Mr. Bruce, you are requesting $29,325. What is the nature of your 
additional duties under the National Defense Act that warrants you 
in asking for those additional funds? 

Mr. Bruce. If you wish me to go over the various sections of the 
act as we interpret the law, I would be glad to do so. The litigation 
we would be handling would be altogether civil litigation. 

The principal ones are sections 409 and 706 of the Defense Pro- 
duction Act of 1950, which specifically authorizes injunction and 
damage suits for the enforcement of price and wage controls. 

Then, sections 407 and 408 authorize litigation against the United 
States in the Emergency Court of Appeals for the review of admin- 
istrative action in the price-control field. That would be where pri- 
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vate individuals may wish to protest or to test the validity of the 
statute or regulations and orders issued under it. That. will prob- 
ably be the opening field of our litigation, in the Emergency Court 
of Appeals. 


NUMBER OF CASES ANTICIPATED FOR REMAINDER OF FISCAL YEAR 


Mr. Cannon. How many cases do you anticipate for the remainder 
of the fiscal year? 

Mr. Bruce. Of this character? 

Mr. Cannon. Yes. é 

Mr. Bruce. That, sir, I do not believe I could answer. 

Mr. Cannon. The likelihood is that the number would be small. 
There is no prospect now of any great flow of cases under this law? 

Mr. Bruce. All I can say, sir, is that we have been warned that they 
expect them to come on very early or immediately. 


NUMBER OF EMPLOYEES IN DIVISION 


Mr. Cannon. What is the number of employees working on your roll 
in your Division ? 

{r. Bruce. I do not know. There are some 10 or 12 different sec- 
tions in the entire Claims Division because of the wide variety of cases 
that are handled in the Division. 

Mr. Cannon. All of you are specialists in that Division, are you? 

Mr. Bruce. Yes; very largely so. We have the Court of Claims Sec- 
tion, we have the Tort Claims Section, we have the Japanese Claims 
cases, Admiralty, Patent, Renegotiation, Veterans’ Affairs, Govern- 
ment claims, frauds, and so forth. 

Mr. Cannon. Can there be any interchange of personnel when you 
have only a few cases in one of those and a great. many in another? 

Mr. Bruce. It is not very feasible to handle them efficiently and 
properly. In most of those eases it requires knowledge and experience 
of all the particular statutes involved. 

Mr. Cannon. Do you not think it would be possible for you to handle 
the few cases which are now in prospect under these additional duties 
with your present force ? 

Mr. Bruce. Frankly, sir, I do not think so. I take it that we are 
supposed to enforce this statute in the way Congress wanted it en- 
forced, and, of course, that is what we want to do, and to do an efficient 
job I think undoubtedly we will need more men. 

Mr. Cannon. Thank you. 


Untrep Sratres ATTORNEYS 


Mr. Kilguss, let me ask you about United States attorneys. The 
amount requested for United States attorneys is $84,875. 

Mr. Kureuss. That is correct, sir. 

Mr. Cannon. What type of employees will be added as a result of 
your increased duties under this act ? 

Mr. Kireuss. There would be some United States attorneys and 
some clerical staff, 40 assistants, and 20 in our clerical staff. 

Mr. Cannon. You include, I suppose, stenographers ¢ 

Mr. Kitcuss. Stenographers; yes, sir. 
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Mr. Cannon. It is proposed to employ this personnel in the field? 

Mr, Kireuss. Yes, sir; that would be in the field entirely. 

Mr. Cannon. All of it would be in the field ? 

Mr. Krreuss. Yes, sir; all of it would be in the field. 

Mr. Cannon. In what particular offices? 

Mr. Kricuss. Well, we would have to estimate, it is pretty much 
of a guess as to where these would come, Mr. Chairman, but it is 
believed that most of this work would fall in the metropolitan areas, 
and as a guess we have set up districts where we probably feel the 
bulk of the work would fall. It would include Atlanta, Baltimore, 
Boston, Chicago, Cleveland, Detroit, Los Angeles, Minneapolis, New 
York, the southern district and eastern district, Philadelphia, Pitts- 
burgh, St. Louis, and San Francisco. 

Mr. Cannon. You are not yet in a position to say just in what 
individual offices the workload would be? 

Mr. Kiurauss. No. As a matter of fact it is also contemplated that 
to assist in this the United States attorney would be authorized to 
appoint as assistant United States attorney one of the enforcement 
ao of ESA to assist in this work. It might well be in many 
instances that they thus can get by without additional help, but they 
feel in the larger areas that there would be such a volume of work 
that additional help would actually be necessary. 

Mr. Cannon. Mr. Butts, if you will, submit to us when the tran- 
script comes to you the number of employees transferred up to now 
from within the Department and the result in savings in vibe funds 
as a result of these transfers. 

(The matter referred to is as follows :) 

No employees have actually been transferred; however, five have been recom- 
mended for transfer at an annual savings of $1,940. These savings will result 
from the filling of these positions at the minimum of the grade. 


The workload of the Criminal and Claims Divisions will necessitate the filling 
of these positions if and when they become vacant. 


Mr. Cannon. Mr. Whitten. 


NEED FOR ADDITIONAL LAWYERS 


Mr. Wuirren. I was interested in your statement here. I differ 
with Mr. Cannon. I happen to be a lawyer, and, for that reason, I 
have a little different feeling about it. I have found something new 
in the Federal Government. In dealing with the various departments 
it seems that every time you get a new lawsuit you wanf to hire another 
lawyer. Now, that is not my observation of the practice of law. 

Do you mean to intimate that because there have been just eight 
statutes passed that you have to have a whole new section of criminal 
lawyers to handle it, and that the lawyers you have in the Department 
of Justice and in the various districts of the United States are not 
able to draw the indictments and to handle that business without 
recruiting a new criminal staff of lawyers ? 

Mr. Kieuss. The feeling of the Department in that regard, Mr. 
Whitten, is that the present staff is now fully occupied on the work 
which is presently before it. 

Mr. Wurrren. That is your feeling, but how much investigation and 
inspection did you make of these local offices to see if you could not 
conduct the inspection of this and handle these cases ? 
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Mr. Kireuss. We have a group of examiners who visit each of our 
field offices and United States attorney’s offices and United States 
marshal’s offices. 


NUMBER OF UNITED STATES ATTORNEYS 


Mr. Wuirren. How many United States attorneys do you have in 
the United States, in the field, and how many assistants do you have, 
the total number ? 

Mr. Kireuss. We have 94 United States attorneys in the United 
States and the Territories. 

Mr. Wurrren. And how many assistants do you have? 

Mr. Kiecss. I cannot give that offhand, but I can supply that for 
the record. It is somewhere around 400. 

(The matter referred to is as follows :) 


The 1951 budget provides for 434 assistant United States district attorneys. 


Mr. Wurrren. And actually in prosecutions under the law where 
a& man is indicted he has a right to trial in a certain place? 

Mr. Knieuss. Yes. 

Mr. Wuirren. For that reason practically all of your trials will be 
in those local areas where your people are already there, and where 
those people are thoroughly familiar with the local situation, and 
you have only eight new statutes on which you are basing your request 
for this increase in the number of lawyers. 

Do you not know as a lawyer that where you have a local district 
attorney with several assistants he is in better shape to handle the 
case than anyone else brought in from the outside? 

Mr. Kiieuss. That is where we propose to handle them, in the local 
areas. 

Mr. Wurrren. Do you not think that they would be willing to de- 
vote their attention to carrying on the war effort to the extent of doing 
this work instead of requesting additional attorneys? 

Mr. Kincuss. Yes; to the extent that they can give it their time. 

Mr. Wurrren. Well, did this request originate in the field or here? 

Mr. Kireuss. No, sir; this request originated here, from a study of 
what we believe will be the practical handling of the program. 

Mr. Wuirren. This is no quarrel with your particular section. We 
have all been told that we must divert our efforts and energies from 
peacetime activities to national defense. Every bureau or agency 
that has appeared before this subcommittee has been willing to go 
out for national defense provided we do not cut their regular Gov- 
ernment activities, and provided we give them additional funds for 
additional people, and that is what you tell us, that that is the basis 
on which you are willing to do your part in this national defense 
program, is that correct? 

Mr. Krieuss. It is the feeling of the Department of Justice that 
it would be more expensive for the Government to enter into some of 
the work itself than to have these people handle it 





Mr. Wurrren. I am not talking about the Government doing the 
work, I am talking about your putting on a new crew as against letting 
experienced people handle that work out in the regular districts where 
these trials take place, letting them do it, rather than bringing in other 
people to handle it. 
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Mr. Kirevss. It is our purpose to draw from some of the exper- 
ienced people. 

Mr. Wuitren. Do you mean that a district attorney experienced 
in trying all types of cases with all of the different criminal statutes 
involved would not be better able to handle these cases than some 
expert you might get and give him special instructions in this type 
of rules and regulations that will be issued ? 

Mr. Kricuss. Yes, Mr. Whitten, we are proposing that the United 
States attorneys will handle most of these cases but it will require a 
nucleous or a group here in Washington to direct them. We also feel 
that the United States attorneys in these metropolitan areas will re- 
quire some additional assistants to handle these cases. 

Mr. Wuitren. How many lawyers does the Department of Justice 
have in Washington, D. C.? 

Mr. Kireuss. I can supply that figure for the record, but the De- 
partment of Justice, all told over the country has one-thousand-six- 
hundred-and-some-odd lawyers. 

Mr. Wairren. Approximately how many lawyers do you have in 
Washington? I will let you correct it for the record. 

Mr. Kireuss. Our latest tabulation indicates we have 785 lawyers 
in Washington. 

Mr. Wurrren. And 800 lawyers cannot handle your present job plus 
the additional job you can see in sight here ? 

Mr. Kuuss. We do not think so. 

Mr. Wuirtren. Do you not think in the interest of national defense 
that we should do what was recommended a few moments ago for all 
the principal or primary defense units, so that it would be possible 
for Mr. Wilson’s, Mr. DiSalle’s, Mr. Johnston’s, and General Harri- 
son’s agencies to call on all other regular departments and agencies 
of the Government to do those tasks which come within the broad 
jurisdiction or purview of and are connected with national defense, 
and in order to do it we should curtail these other activities to the 
extent that it is necessary to carry them on? We are all Americans. 
All of this expense has to come out of the same Treasury, and unless 
we can cut down somewhere, if your national defense is piled on top 
of your regular activities, we will just have to cut down on the regular 
activities, 

Mr. Kireuss. We do not feel that we can neglect the enforcement 
of the laws that we are presently charged with enforcing, and that is 
what it would require if we diverted our present staff to this work. 

Mr. Wuirren. Do you mean to say that if you do not get this 
money you will neglect carrying on the other work ? 

Mr. Kireuss. To some extent. 

Mr. Wintrren. Well, I do not think that the average local United 
States district attorney would neglect it. 

Mr. Kiteuss. He would have to to the extent that he would have to 
take his time from his present work and put it on this. 

Mr. Wurrten. I served as a district attorney for about 8 years, and 
I do not believe that there is going to be any neglect because you 
pass eight new statutes. 

Mr. Kitause. Of course, we too feel that there are many districts in 


the country that will not be greatly involved in these cases, and in 
those places no additional help will be needed. I mentioned the dis- 
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tricts where we thought the additional help would be needed, which 
is in the large centers of population where the ESA people, and we 
agree, feel that these offenses will come up in a large number, and 
where it will be beyond the scope of the Linited States attorney to 
handle them with his existing staff. 

Mr. Wuirren. Is it not a fact that before the other OPA boys got 
out, and they were finally bringing your local violators to trial and 
conducting them in the local districts did you not have a whole lot 
better result in running them ¢ 

Mr. Kixeuss. I was not here then, but I am advised it was not—— 

Mr. Wuirten (interposing). Did you not finally come to conduct- 
ing the cases at the local levels ? 

Mr. Kiteuss. When it was turned over to the local United States 
attorneys I believe it was handled much better than it was previously, 
but I might point out to you that OPA in its heyday had over 2,000 
lawyers ftself. 

Mr. Wuirren. I hope that this committee will profit by experience. 

Mr. Kireuss. We certainly feel that meeting this modest request 
would help carry it through. 

Mr. Wuirren. Everybody replies saying that they are willing to 
do everything for national defense, to do everything provided they 
are able to make a greater amount of profit, every department is 
willing to do its part if they get more money and more personnel. 
I think your local Federal district attorneys are perfectly willing to 
assume this load. If you have anything to indicate otherwise, L would 
like to see it. 

Mr. Kireuss. We are absolutely certain that our United States 
attorneys are willing to take on whatever load they can, to the maxi- 
mum limit of their ability to handle it. 

Mr. Wuirren. In this Department, with its 800 lawyers downtown 
will you do your best to do this job, if we say go ahead and do that? 

Mr. Kireuss. We will do our best under any circumstances. 

Mr. Wuirren. I thought that. Personally I am not going to say 
that. you cannot do it with the lawyers that you have. 

Mr. Kireuss. We do any job to the best of our ability, but to the 
best of our ability we anticipate these needs in order to do the job 
as you would like to have it done. 

Mr. Wuirren. Really, your experienced attorneys who handle 
criminal cases all of the time will handle this job better than if you 
get new lawyers to try to learn a new act; you know that. 

Mr, Kitguss. Mr. Whitten, during the peak years of the operation 
of the Office of Price Administration their own lawyers handled all 
of the civil litigaton in the courts, not the United States attorneys. 
I feel that the United States attorneys could not have done that job 
themselves without additional help. 

Mr. Wuirten, I am just reflecting my own views here. There is 
one exception. In the field of civil litigation there might be an excep- 
tion to the argument I am making, but if that be true you do not have 
to handle it until the litigation shows up. You do not even know 
whether Mr. DiSalle is going to issue such orders, and I do not either. 
Lots of folks are saying that there is not much being done toward 
controlling prices, but I know you do not need all of these lawyers 
tohandle this. You have some lawyers in your own set-up to handle it. 
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Mr. Kirevss. These suggestions we make to you came about as a 
result of conferences that were had between representatives of the 
Department of Justice, Mr. DiSalle, Mr. Johnston, and Mr. Wilson. 

Mr. Wurrren. We are authorizing billions of dollars just through 
that very thing. Where did your money come from for this‘ 

Mr. Kireuss. We have not had money coming. There will be as of 
the 16th of the month an allotment of $14,000 from Defense Produc- 
tion funds. Aer E 

Mr. Wuirtren. I apologize for taking all of this time, Mr. Chairman. 

Mr. Cannon. No, you are taking it very effectively. 

Mr. Wurrren. This is a very serious defect from my observation 
here, the amount of money that is authorized in the name of nationak 
defense. You call a man in here like Mr. Wilson or General Har- 
rison, you know that is his task, and he calls in all of the agencies, 
including Labor and Justice, and ke wants this thing done, and he 
cannot tell them you do that with the staff you have and the money you 
have, from such and such appropriations as Congress might make, 
and they say if you will give us so much money, and so many people: 
we will do it, and he does not know, and so he allots the funds. If 
you will find a single thing that is being done in any national de- 
fense agency without them making an allotment of additional funds 
for additional people, I would like to see it, because I have been sit- 
ting here for about 2 weeks, and I have not seen it yet. 

Mr. Kireuss. It is not quite that simple, Congressman. 

Mr. Wiirrren. Let me interrupt you a minute. Your organization 
insisted to him that you had to have some more money to do what he 
wanted done, did you not? 

Mr. Kureuss. He agreed with us after consultation. 

Mr. Wurrren. The answer is that the Department of Justice, or 
whoever represented you, insisted that you had to have more money 
to do it. I believe that is correct. 

Mr. Kircuss. It could not be that simple, because in addition to 
that we had to sell such an idea to the Bureau of the Budget, and 
regardless of how much you feel you may need it, you have to justi- 
fy that to the Bureau of the Budget, and they then make their recom- 
mendations on it. It is not until their approval has been granted 
that such funds are authorized for use. Otherwise they are not. 

Mr, Wuirren. Of course, we realize that here, but I have found 
many times that it does not take too much to get a hearing of the 
budget, so that does not mean too much to me and I doubt if it does 
to the rest of the committee. 

With 1,600 lawyers in the United States and 800 of them here in 
Washington, you represented to them, and when I say that I do not 
mean you individually, that you just could not do this unless you 
got some extra money, but I believe you can. ; 

That is all. 

Mr. Cannon. Mr. Fogarty. 

Mr. Focarry. For the benefit of the record I would like to say that 
Mr. Kilguss, who is appearing before us this afternoon is a constit- 
uent of mine, and I feel one of the most able and one of the most con- 
scientious employees of the Government at the present time. 

Mr. Kireuss. Thank you, Mr. Fogarty. 
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Mr. Cannon. And I would like to say also that he is unusually well 

ys 39 me here in the House of Representatives. 
[r. Kireuss. I wholeheartedly agree. 

Mr. Focarry. I have been one of those that would like to see every 
existing agency absorb as much of this defense work as possible, but 
I realize that in my own State, in the attorney general’s office and the 
district attorney’s office we only have a force of three or four, and | 
know from my own experience that they are working overtime, get- 
ting no compensation for it, and I am the last fellow in the world to 
ask anybody to work overtime without compensation, whether it be 
in the defense effort or not. I know that it is a difficult thing to ab 
sorb all of these things, although I know that in some cases they cai 
be absorbed. By legislation we add additional duties to the various 
departments, by passing legislation year in and year out. 

How many additional employees did you have to hire for the In- 
ternal Security Act which we passed ? 

Mr. Kireuss. We have actually hired up to this time about. 50 em- 
ployees. We have been authorized to hire 170 in this fiscal year. “That 
is in the Criminal Division entirely, with some additional employees 
in Immigration and Naturalization Service as well as for the FBI: 
but in talking about the Legal Division and the Criminal Division 
particularly, the authority is for 170, and there are 50 actually on the 
payroll now. 

Mr. Focarry. Thank you. 


PRIVATE PRACTICE BY DEPARTMENT OF JUSTICE EMPLOYEES 


Mr. Cannon. Let me ask you in this connection, do any of the mem- 
bers of your staff, your employees carry on private practice to any ex- 
tent at all? 

Mr. Kiteuss. In the Department of Justice as such ? 

Mr. Cannon. In the field. 

Mr. Kireuss. Some of the United States attorneys and their assist- 
ants do; yes. But there is a very small number of them that do. | 
believe you have some statistics that were furnished the Appropria- 
tions Subcommittee that heard us. I think of our United States attor 
neys there are 75 absolutely full time with no private practice. That 
would leave 16 that do some private practice. 

Mr. Cannon. Is not that a rather doubtful situation, where an 
employee of the Government also engages in private practice ? 

Mr. Kireuss. It is a practice, I believe, that has existed for some 
time, but I believe it is a practice that is becoming less and less 
as the years go on. 

Mr. Cannon. Does the Department approve it? 

Mr. Kireuss. The Department does not particularly approve it: 
no, sir. The Department has tried to discourage it to the extent it 
could. However, some of the United States attorneys do not have 
particularly lucrative positions. As you know they are political 
appointees, and many times you just cannot get a man to accept a low- 
paying position at a sacrifice of his entire practice. 

Mr. Cannon. Is there any limitation as to the character of practice. 
to the extent that an attorney shall not accept any clients whose in- 
terests in any way conflict with those of the Government ? 
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Mr. Kaneuss. [ am quite certain there is, where the clients’ interests 
would conflict, that he may not accept such clients. 

Mr. Cannon. However, there is no adjustment between the time 
spent on his private practice and the time spent on Government 
practice @ 

Mr. Kireuss. We require all of our employees to put in 40 hours 
a week at Government business. 

Mr. Cannon. And any private practice would necessarily have to be 
carried on outside of the 40 hours? 

Mr. Kireuss. Yes, sir. 

Mr. Cannon. Mr. Whitten. 

Mr. Wurrren. I want you to understand that this is no particular 
attack on your particular Department, Mr. Kilguss. It applies to all 
the departments which have been before us in connection with the 
present situation. 

Mr. Cannon. Mr. Kirwan. 

Mr. Kirwan. I have no questions. 

Mr. Cannon. Mr. Taber. 

Mr. Taser. I understood you to tell Mr. Cannon that you had not 
had a single case along the lines that you are asking for a force to take 
care of here, in any particular; is that correct? None of them have 
blossomed as yet ? 

Mr. Kiteuss. Not yet. 

Mr. Taser. I am afraid if we operate on every single item for every 
single agency of the Government, there would not be very much of a 
limit on what we would have to provide. 

I think that is all I have to say. 

Mr. Davis. Mr. Kilguss, you gave us some tentative districts of 
United States district attorneys’ offices that you thought these addi- 
tional people might be assigned to. I did not get an accurate count, 
but it seems to me, as I remember, there were 20 of those. Is that 
reasonably correct ? 

Mr. Kueuss. No. There are 15. 

Mr. Davis. And you anticipate adding 40 attorneys to that? 

Mr. Kueuss. No. Those 15 districts would be supplemented by 
30 attorneys. We anticipate adding 40 attorneys and 20 stenog- 
raphers to United States attorneys’ staffs, making 60 employees in 
all. Those districts I mentioned would take 30. That would leave 
10 but we do not know where there might be a need for them right 
now or if there will be a need for them. We anticipate there might 
be that need. 

Mr. Davis. Was it your idea that each of those places in metro- 
politan areas that you listed would require two additional attorneys? 

Mr. Kireuss. No, sir. I can give you the list of them. In Atlanta 
we anticipate two—— 

Mr. Davis. Maybe we can save time if we can have that for the 
record, showing the anticipated extra ones to be added to each of 
those offices and opposite that, in the form of a table, the existing 
number of attorneys you have in those offices. 

Mr. Kireuss. We can supply that. 

Mr, Cannon. Thank you, gentlemen. 
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(The information is as follows:) 


Anticipated distribution of additional attorneys, together with number of attorneys 
presently assigned 








| \| i 
District | Addi- | Presently || Addi- | Presently 
5 | 











tional | assigned District tional | assigned 

Bes Soran i Ses . Bee EE. «Bi 
Georgia, northern... ._-.._.-- 5 l| Wisconsin, eastern. __.____-__- 3 
ip tere 4 || Minnesota Soka 6 


Massachusetts 
Illinois, northern. ____.__--- | 
Ohio, northern - - -- : | 


1 

dake 1 

14 ||} New York, eastern._....._..- 2 
21 || New York, southern_________- 4 38 

8 || Pennsylvania, eastern. ______- 3 

9 || Pennsylvania, western 1 

11 1] Missouri, eastern 1 
1} 


Michigan, eastern. __-___- 

California, northern --___-___- | 
California, southern... __-_.__| | 
| | 


ee en) 














Norte.—The 10 remaining assistants requested would be assigned to other areas on the basis of need. 


Turspay, Marcu 13, 1951. 
FEDERAL SECURITY AGENCY 
WITNESSES 


RUFUS E. MILES, ASSISTANT ADMINISTRATOR FOR DEFENSE 
ACTIVITIES 

RALL I. GRIGSBY, DEPUTY COMMISSIONER OF EDUCATION 

CHESTER B. LUND, DIRECTOR OF FIELD SERVICES 


HARRY G. HANSON, ACTING EXECUTIVE OFFICER FOR DEFENSE 
MATERIALS 


M. A. STEPHENS, BUDGET OFFICER 
J. W. KELLY, FIELD REPRESENTATIVE, VOCATIONAL DIVISION 


EXxpeNseEs OF Derense Propucrion 


Mr. Cannon. We take up next the Federal Security Agency. 

hir. Miles, you are appearing for the Federal Security Agency with 
relation to the allocation under the defense production program ? 
Ycu are the Assistant Administrator for that program ¢ 

My. Mines. Lam the Assistant Administrator for the program in de- 
fense act.v.ties; yes, sir. 


OFFICE OF ADMINISTRATOR 


Mr. Cannon. We have a request here for $1,068,000 in two items, 
the first being $68,000 for work as the claimant agency with respect 
to domestic requirements for and distribution of materials in scarce 
supply in the fields of health, education, welfare, and recreation under 
the Office of the Administrator ? 

Mr. Mixes. Yes, sir. 


PERSON NEL 


Mr. Cannon. What is the total regular roll in the Office of the 
Administrator ? 


Mr. Mites. I will have to ask Mr. Stephens what that is. 


Mr. Sreriuens. You mean the total employment in personnel— 
budget and all? 
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Mr. Cannon. Yes; the total personnel. 

Mr. STEPHENS. Anpucuinahsidy 600 right now, including personnel, 
budget, departmental and field—complete. 

Mr. Cannon. Is that your regular force ¢ 

Mr. Steruens. Yes, sir. 

Mr. Cannon. How many additional are you asking under this 
program ¢ 

Mr. Streruens. This program calls for 20 in the regional reg 
for the rest of the country and in the Office of the Administrator, 2 
for part of the year—25 in Washington and 20 in the field. 

Mr. CANNON. For el 

Mr. Sreruens. For 45; yes, sir. 

Mr. Cannon. That is ce to the present time. What do you expect 
to have as of March 31% 

Mr. Sreruens. Mr. Chairman, there are only three right now, ac- 
tually on this roll, because we just received a small allotment from 
the Defense Production Administration for March. This $68,000 is 
to get up to the number I have just given you now. 

Mr. Cannon. By way of summary, how many Defense Act em- 
Se seek are at present on the roll ? 

Mr. Sreruens. Three people are actually on the roll now. 

Mr. Cannon. Were any of those three taken from within the 
Agency ¢ 

‘Mr. SrerHens. No, sir. 

Mr. Cannon. They are all from the outside ? 

Mr. Sreruens. They are all from the outside. 

Mr. Cannon. You have no experienced men: none of the three has 
had any previous experience in the Agency ¢ 

Mr. Mires. I would like to comment at that point that the people 
who are on the roll now working on this have had previous experience 
in work of this kind. We intend to absorb as much of the responsi- 
bility as we can within the total Agency program, and we have ac- 
tually—— 

Mr. Cannon. I am glad to hear you say that. That is a very com- 
mendable attitude. 

Mr. Mives. We have about 50 people—more than 50 people—right 
now working on this program in the Public Health Service, the Office 
of Education, and throughout the Agency. 

Mr. Cannon. They are your regular staff / 

Mr. Mires. They are our regular staff whom we have moved over 
onto this work to absorb it by doing it in addition to their regular 
work, 

Mr. Cannon. And you expect to continue that plan and, by that 
means, to curtail the number of employees assigned solely to defense 
work—new employees under the Defense Act? 

Mr. Mires. I beg pardon. 

Mr. Cannon. You expect to continue that policy? 

Mr. Mites. We do. 

Mr. Cannon. And to that extent reduce the number of new per- 
sonnel required in the program ? 

Mr. Mines. Precisely. We estimate about two-thirds of the total 
cost of this program will be absorbed within agency programs. 
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Mr. Cannon. You only have three new men, but you really have, 
in effect, something like 53 who are now engaged to some extent on 
some phase of this work? 

Mr. Mixes. Yes, sir; at least that. 

Mr. Cannon. Have you become active in your duties as a claimant 
agency ? : 

Mr. Mines. Yes, sir; we have—very much so. We have presented 
to the Defense Production Administration the estimated requirements 
for the construction of schools, hospitals, and for the domestic distri- 
bution of ail types of supplies and equipment needed in the fields of 
health, education, welfare, and essential recreation and related activi- 
ties. We have done a very extensive job of computing the amounts 
of materials needed for those purposes, and we are at the current time 
attempting to develop a program with the Defense Production Ad- 
ministration which will assure that the schools and the hospitals that 
need those materials will get them. 


Orrice or Epucarion 


Mr. Cannon. I think you are traveling in the right direction. 
Your other request is for the Office of Education, where you are asking 
$1,000,000. How do you expect to spend that money; how will you 
break it down in connection with that work? 

Mr. Mires. I would like to have Mr. Grigsby, Deputy Commis- 
sioner of Education, speak to that. 


TRAINING OF DEFENSE PRODUCTION WORKERS 


Mr. Griessy. We have at the present time firm requests from States 
and local communities totaling something over $1.4 million for the 
training of defense production workers in industries which have pro- 
curement contracts. The vocational schools in the States have been 
carrying on some of this defense training up to this point with funds 
available from State, local, and Federal sources under the regular 
vocational education subsidy that goes to the States, but they have 
reached a point where their State and local funds for defense training 
are not sufficient to carry ont that training that is being requested 
of them by these defense industries. As I say, we have had firm 
requests from the States and communities totaling something over 
$1.4 million. 

Mr. Cannon. I wish you would tabulate those requests and supply 
that for the record. 

Mr. Griaspy. I have them here. 

Mr. Cannon. Your full list of requests? 

Mr. Griespy. I can give them to you. 

Mr. Cannon. Did you say you have it here? 

Mr. Gniessy. I do not have it in a single table, but I have the 
requests as they have come in to us from the State of Missouri, from 
the State of Rhode Island, from the State of Washington, from the 
State of Connecticut, from the State of California, and from the State 
of Kansas. 

Mr. Cannon. You will supply us with a list of those requests and 
the amounts? 

Mr. Griessy. Yes, sir. 
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(The information referred to is as follows :) 


Summary of defense training needs submitted by State boards for vocational education 
to the U. S. Office of Education for the period Mar. 1 to June 380, 1951, as 
endorsed by plant management and State employment services 





| | | | 
Sg p | Number of | Industries Numbers to) Estimated 
tate or Territory | enters | or plants | be trained | cost 








48,920 | $1,414, 154 


California seteene| 5 | 29 | 16,000 | 652, 870 
Commecticut.............. 2, 570 | 62, 470 
Kansas ‘ | 7 , 16, 500 | 135, 568 
Missouri 5 Ee aha cae a BT: ee 9 2, 150 | 92, 4: 
New Jersey ERY ee Sa | 5 | 1, 500 | 

OS OS eee te 3 | 3 | 1, 500 | 
Washington q K 8, 500 | 308, 355 











Nore.—Training was requested by States for occupations such as: Machine shop, aircraft welding, 
aircraft sheet metal fabrication, riveting, drill press operator, engine lathe operator, aircraft blueprint read- 
ing, aireraft tool and die, inspectors, electronics, cooks and bakers, instrument repair, production illustra- 
tion, foremen training, aircraft lay-out, tool and die making, turret lathe operators, machine drafting, 
synthetic rubber, radio, aircraft assemblers, electronics mechanics, electronics technicians, jig and fixture 
builders, pattern makers, tool designers, are and acetylene welding, sheet metal, pipe and steamfitting, 
marine electricity, shipfitting, oil technicians. 


Mr. Cannon. How many individuals will receive training under 
these requests ¢ 

Mr. Griespy. The total number to be trained in terms of these 
requests would come to 48,920 persons. 

fr. Cannon. That is a summary of all of your requests up to this 
time? 

Mr. Griessy. That is right—all of the requests up to this time. 

Mr. Cannon. Now, if the program starts with that number and 
this request for $1,000,000 is granted, what would be your estimate 
of your needs for the fiscal year 1952 under the regular fiscal year 
appropriation ? 

Mr. Gricssy. That is a little difficult to answer, because we have 
in the appropriation request for 1952 for the Office of Education an 
item of $10,000,000 earmarked for defense training, as set out from 
the regular vocational education appropriation. We have at this 
point no firm basis for an estimate as to whether that is too much or 
not enough. I would suppose, if the recruitment of additional labor 
in terms of the President’s budget message, amounting to 2,000,000 
by July 1 and 4,000,000 by the end of the year of additional accessions 
to the labor force in defense production materializes at that rate, we 
probably will need in the neighborhood of $10,000,000 to $15,000,000 
in 1952. 

Mr. Cannon. Let me ask you, Mr. Grigsby, why should we spend 
that very large amount of money in a training program at this time 
when it has just been testified here this afternoon that the rate of 
employment is already very high and also when we have trained thou- 
sands and thousands and thousands of people under the GI bill? In 
view of the high rate of employment and the large number that have 
been trained under the GI bill, why should we now enter into a 
program of this character and of this cost 

Mr. Griasry. These will be new accessions to the labor force, as 
I understand it, for the most part, who will be employed on the pay- 
roll of the defense producers and who will need training—compara- 





434 


tively short-term training, to be sure—before they can go on the 
production line in the plant. 

Mr. Cannon. How have such personnel been trained heretofore ? 
How were they trained in the Second World War? 

Mr. Griassy. They were trained by much this same method. 

Mr. Cannon. Did we have an agency of this character then? 

Mr. Griespy. Yes. We had a defense training program in voca- 
tional education in the Office of Education. 

Mr. Cannon. Do you recall what the cost of that training program 
was in the Second World War? 

Mr. Grigssy. It totaled something over $300,000,000 during the 
course of the war. 

Mr. Cannon. But at that time, as has been testified here this after- 
noon, they had a high rate of unemployment. 

Mr. Griessy. At the beginning; yes. 

Mr. Cannon. There were millions of unemployed. Now the un- 
employment is almost negligible, except in certain areas of the coun- 
try where it has not yet been equalized. Do not you think in the face 
of this emergency and the great need of funds at this time and the 
absolute necessity for entrenching on expenditures and with what we 
have trained under the GI bill, we could get along without this train- 
ing program ¢ 

Mr. Gricssy. No, sir. 

Mr. Cannon. Without any serious disadvantage to the defense 
program ¢ 

Mr. Gricspy. If I am to judge from the requests that are coming 
to State directors for vocational education through the local directors 
of vocational education, particularly in certain areas where there is 
an increased tempo of manufacture of aircraft, tanks, and ‘similar 
material—if I am to judge from that beseiging of those local directors 
of vocational education and they, in turn, the State directors of voca- 
tional education for funds with which to conduct this training for 
particular industries which are calling for that training, we cannot. 

Mr. Mixes. May I inject a comment at that point ? 

Mr. Cannon. Yes. 

Mr. Mies. I think one of the strongest reasons why these funds 
are needed is that we actually can save money in other areas by 
developing programs of this kind. For example, in the city of San 
Diego, they are hard pressed to get new workers to carry out defense 
programs that are being undertaken in all of the plants there in San 
Diego, and what they are having to do is to bring into the labor 
market, into the factories, a lot of women who have not worked be- 
fore. This defense training program can train these women and put 
them on the production line, but if we do not train the women in the 
San Diego area, what will happen is that they will have to bring in 
new workers, men from outside the San Diego area, which is alread 
very crowded in terms of housing and community facilities, which will 
present. a very great problem in terms of housing and community 
facilities. 

Mr. Cannon. Do you not think by interspersing these new workers 
with a few experienced men and women we could secure the same 
result in a very short time at no additional cost? 

Mr. Mites. I think it would be more expensive to include funds 
for training in all of the defense contracts than to do it at a cheaper 
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cost in certain instances, where it is certified as essential, through 


































n the the public-school system and not have it included in the defense 
contracts, 
fore ? Mr. Kirwan. Just why do you say this training is needed so much? 
Why do we have to spend so much money, as you say, for training? 
Mr. Gricspy. Well, you understand in order to make a welder, 
; he has to have some training. Now, if the manufacturer who had a 
voca- | production contract has enough trained welders, he does not need 
’ additional welders, but if he has to have additional welders, he either 
gram gets them in the local community or he gets them from outside the local 
community, as Mr. Miles explained. In many instances he cannot 
g the get them through the State employment service from nearby commu- 
nities—at least within commuting distance of the plant. The question 
after- is shall you train additional welders taken from the community to 
meet his labor needs, or shall he move to other States and import 
welders. 
e un- Mr. Kirwan. Do not you think the plant that is going to employ 
coun- welders, have a sort of a school there, that will train one man or woman, 
» face so they can do the job? You take the railroads. Can you show me 
d the any position in the world that is more complicated, outside of piloting 
at we an airplane, than railroad switching? Just look at the master switch- 
rain- ing of tracks that they have. Did you ever get on a railroad train and 
stand on the rear end of a coach and watch that? And you take a man 
who had never seen a railroad train. He is hired and put on there and 
fense paid a full day’s wages, the same as the fellow who has been on 
; the job for 30 years, and by working with the others on that job, by 
ming the end of the day he has a pretty fair idea of his duties. But again 
tors d we set up a program for training people in this and that, and it is the 
are is ; most expensive thing in the world, And every railroad that has ever 
milar ; been in existence and is well managed, as was testified here this morn- 
etors a ing, every single railroad in this country, if they went through that, 
voca- j it would break all of the railroads in the country, if they had to train 
x for ; men that way. 
nnot. Mr. Mires. In that connection, may I comment that I believe the 
3 railroads do do a good job of training, but they do it on the basis of 
3 a kind of apprenticeship which, we find, when you are not rapidly 
‘unds | increasing your employment, skyrocketing your employment, is all 
is by right. But in a defense industry where employment is skyrocketing 
San and you are taking on very large numbers of new, additional workers, 
fense : and you need them trained as welders or riveters or something, that 
San is not true. 
labor Mr, Kirwan. You are wrong there. When everything skyrockets, 
1 be- transportation skyrockets the most of them all, and they advertise in 
| put the paper for railroad men, and 50 men may show up who have never 
n the seen a railroad train, and they put them to work, and they are paid 
ig in the full day’s wages. Now, the biggest thing that is going to happen is 
ead transportation. Everything produced has to be moved. 
will Mr. Mues. That is true. 
nity Mr. Mixes. The kind of training which is being suggested or re- 
° quested in this appropriation is very simple in comparison with that. 
rkers Mr. Wurrren. In comparison with the national debt ? 
same Mr. Mixes. No, sir; in comparison with the amount of money spent 
for training in World War II. It is infinitesimal. 
unds 


aper 
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Mr. Kirwan. You have girls right now trained in the last war as 
riveters and welders, if they go out and get them. 

Mr. Mixes. But, unfortunately, a good many of them have moved 
on to become mothers and housewives. 

Mr. Kirwan. Well, there were mothers and housewives in the last 
war, and they have not changed. Some of them had six, seven, or 
eight children, and sometimes they had no children, and sometimes 
they were not married. But that did not change it. I do not think 
they had a great training program, but they took them into the plants. 

Mr. Mires. We had ‘appropriated $300 million for training pro- 
grams. 

Mr. Kirwan. They trained them, but they never got on the job. 
They spent their time in training, and they never got into industry. 
They were still training them when the whistle blew and the war was 
over. 

That is all I have. 

Mr. Wuirren. How much money has the Veterans’ Administration 
spent in the last 5 years for this same type of thing, and how many 
people have been trained for skilled or semiskilled work that will meet 
this need ? 

Mr. Griespy. You are referring to on-the-job training ? 

Mr. Wuirren. Yes. 

Mr. Mires. On-the-job and institutional training. They have spent 
several billions of dollars. And most of the men who were trained 
under the veterans’ program are now employed, and this is to train 
additional people in critical areas, in limited critical areas. 

Mr. Wuirren. When did you make a survey to find out that all 
those people we have trained during the last 5 years are employed ? 
You made no survey of that kind; did you? 

Mr. Mies. No, sir; we made no survey. 

Mr. Wurrren. You just mean that most everybody is working at 
one place or another ? 

Mr. Mixes. Precisely. 

Mr. Wuirren. So, whether they are doing something using that 
skill or not, you do not know, and in the case of a need for skilled 
automobile workers, you have no idea how many are working at that 
skill or what they are now doing, and you have never made a survey; 
have you? 

Mr. Mies. No, sir; we have not. 

Mr. Wuirren. And that program was offered on the basis that 
the veterans were getting something that was really worth while and, 
in case of an emergency such as we have now, their skills would be 
of a real benefit to the Nation. That was the basis for that. 

Now, as to those schools you are going to set up, where did this 
idea originate ? 

Mr. Mines. We are not proposing to set up any schools. 

Mr. Wuirren. Well, this money you are going to spend in working 
with them—where did that originate? 

Mr. Mies. It originated during the early part of World War II. 

Mr. Wuirren. I mean in the present approach. Is this just the 
way you got money in the last war, so you are using it again, or did 
somebody raise this question with you in getting ready for the present 
emergency! If so, who raised it? 
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Mr. Mires. The schools are getting pressure from the plants. 
Mr. Wutrren. What schools are those ? 
Mr. Mires. The schools—for example, the public schools, voca- 
tional schools in San Diego. 

Mr. Griaspy. At Providence, R. I., the Brown & Sharp Manufactur- 
ing Co, have requested training for 1,200 in a basic machine operator’s 
course. At East Providence, the Abrasive Machine Tool Co. wants 
training in the operation of planers, radial drills, lathe, milling ma- 
chinery, and assemblers, totaling about 24. The Bowers Manufactur- 
ing Co, at Woonsocket, for basic machine operators, want 200. 

They come to the local directors of vocational education and they 
say “Here are the facilities in this local public school. Can you pro- 
vide training for this number of employees? We will put them on 
the payroll, and you can do a quicker and better job of training before 
they go on the production line than we can do in the plant. We are 
not set up to give that training as effectively or as quickly as you can 
give it in the school.” 

Mr. Wutrren. Did you know your vocational schools, in the budget 
that has been sent down for vocational education across the United 
States, has been reduced because of the present financial condition of 
the country? I mean the Budget Bureau reduced the appropriation 
for vocational education, not because of any lack of belief in it but 
because of the dire financial situation. 

Mr. Griessy. I understood they had earmarked an amount of 
$10,000,000 for defense training in the regular appropriation which 
has heretofore been made under the authorization of the George- 
Barden Act, thus reducing the regular appropriation from approxi- 
mately $19,000,000 to $9,000,000 but leaving the total the same. 

Mr. Wutrren. That is my information. 

Mr. Focarry. As I understand the situation, this entire program of 
the United States Government in the last war was about $300,000,000, 
and it was done through the existing schools under the Vocational 
Education Act and the George-Barden Act, and under this act in get- 
ting ready for this defense work, they asked the Office of Defense 
Manpower to submit a budget for 1952 for the needs for this type of 
work to be conducted in the vocational-education schools; so the Office 
of Defense Manpower submitted a budget for $15,000,000 for 1952, 
and when the Budget received that request the Budget Bureau denied 
the $15,000,000 and set aside by language in the bill $10,000,000 out 
of the $19,000,000-odd for vocational education for defense training 
purposes. 

Since the agency appeared before our committee, the vocational- 
education people all over the country have bombarded us with letters, 
and we had to grant them a hearing last week, and we gave them a 
day’s hearing. What the committee is going to do about it I do not 
know as yet, because they put up a real good defense for keeping the 
George-Barden Act as'it was. That is the situation up to now. 

Mr. Sreruens. I wonder if you have that correctly. 

Mr. Wurrren. Mr. Fogarty has explained it, and it fits in with the 
story I had heard. That is, in the bill as reported the amount of 
money available for regular vocational schools is reduced. 

Mr. Strepuens. Cut in half. 

Mr. Wurrren. As Mr. Fogarty explained, it is because the total 
funds are tied down for particular activities, as I understand it. 
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Mr. Focarry. Yes. At the special direction of the Defense Man- 
power that was done. 

Mr. Mixes. Mr. Fogarty, may I interject a comment ? 

I believe that the request for $15,000,000 was submitted by the Office 
of Education in the Federal Security Agency, but was endorsed by the 
Office of Defense Manpower. 

Mr. Fogarty. I do not remember now. I asked who submitted it, 
and Mr. Goodwin read a letter he had written to the Bureau of the 
Budget, and we have that letter included in the record. 

Mr. Mites. The original request was, I believe, submitted by the 
Federal Security Agency, but it was supported by the Office of Defense 
Manpower. 

Mr. Wuirten. For what is this $1,000,000 to be used ? 

Mr. Gricssy. That is supplemental in 1951, enabling us to ‘get 
started with this defense training program. In 1952 this $10,000,000 
of regular vocational education appropriation is to be earmarked 
for defense training purposes in the vocational schools. 


MATCHING OF FUNDS 


Mr. Wurrren. Have you investigated the possibilities of having 
this on a matched basis? 

Mr. Griessy. This supplemental ? 

Mr. Wuirren. I mean this whole program. If a company wants 
you to train certain employees for the company, where it may be 
that they wish to have them trained, rather than ‘hhaving to seek such 
employees from other areas, have you investigated whether or not 
it would not be sound to let the company put up about 50 percent 
of the cost and have the Government put. up only the remainder ? 
Is this a case where the Government has to pay the entire cost ? 

Mr. Gricssy. This is a case of the Government paying the entire 
cost of the instruction itself, utilizing the facilities of the local school 
and its supervisory staff, and so on. I think there has been no can- 
vass of the possibility of asking the industrialist himself to pay 
the local school for the cost of training of employees of the local 
plant. 

Mr. Mites. Mr. Whitten, may I comment additionally on that ? 

I think your point is a very good one. It seems to us that in a 
period when negotiated contracts are being developed, as they are 
currently, that the contracts may be so written that the cost of train- 
ing will be excluded from the contract so that there will be no shift- 
ing of responsibility from the contractor to the public. 

Mr. Wuirrren. Here is the thing that strikes me, as a member 
of this committee: I have learned long since I am not going to correct 
all the things I find fault with, but it is hard. to get a yardstick. 
If the Federal Government is going to pay the whole cost, what 
company would not ask for training? If the Government is going 
to pay good salaries and provide new buildings, what school would 
not ask? If the Government is going to pay good salaries, what 
vocational teacher would not ask ? 

The fact that you have been requested to do this, when the Govern- 
ment is putting out all the money, gives us a very small yardstick to 
determine the necessity for it. 
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Here is the other side of it: If an agency is willing to devote its own 
personnel for national defense, we have an idea that they think it is 
rather important, but if they can get extra money to hire extra people 
we do not know too much whether they figure it is worth more than 
that or not. 

Mr. Griessy. Well, is it not true that the Government is going to 
pay in connection with these defense-production contracts what. is 
necessary to produce the stuff? Ifa part of the cost of producing the 
stuff is to train additional manpower the question then is whether that 
is channeled through the contractor as a cost of production and he 
takes the responsibility himself either to train these men in the plant 
or to use the facilities of the local vocational school, if available to 
train them in the school on a contract basis, in which case he enters 
into a contract at so much a head. 

Mr. Wuirten. I am trying not to say that it is not proper and is 
not the thing we are required to do in some cases. I am just saying 
that the way it approaches us it gives us nothing to tie to. 

You are nice liner a cost-plus contract, where they are paying a 
man his cost plus a fixed fee. We are trying to get away from that 
in the present war, but in many cases they still have not gotten away 
from it. 

There are many other contracts where there is a firm bid, and they 
sell for a given amount. If we go in and train the labor and do the 
extra things we have added that much to the eventual cost. That is 
the way most of the contracts up to the present are, though it looks like 
they are starting to get in the other field. 

ou and I are not going to settle this thing, but I hope this sub- 
committee can figure out some way where we divert our efforts in 
Government from the normal peacetime activities to the things that 
national defense requires of us. That is true of your agency as well 
as all the rest of them. 

Mr. Griessy. I would like to speak to a previous question, if I may. 

This is not something that we have dreamed up in the Office of Edu- 
‘ation as a means of getting additional funds. This is the thing that 
has come up from the local community to the State boards for voca- 
tional education and they in turn are pressuring us as respects their 
needs. They do not have the funds available for doing this thing. 
They feel that in the national interest in connection with these defense 
contracts they ought to be able to have the facilities of the local trade 
schools to do it. 

Mr. Wurrren. Mr. Grigsby, I do not mean to belittle your state- 
ment in the least. I just want to say that I am sure it is correct. 

T have not heard from anybody about anything they wanted where 
they saw how they could get by on what they had last year. They all 
need more. That is true of everything you can figure. 

Every department and every individual I know about is in that sit- 
uation, but with a deficit of about $25 billion, what would you say 
to do? 

You have not dreamed this up, but somebody asked you to do it. 
We are asked to do things every day. We have been asked to do this 
today by you. The requests are just about 50 percent above the capacity 
tomeet them. What are you going to do other than cut them down / 

That is all Ihave. Mr. Fogarty? 
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GEORGE-BARDEN ACT 


Mr. Foearty. Under the provisions of the George-Barden Act on 
our vocational education program as it is now constituted, there 

is a matching requirement ? 

Mr. Griessy. That is correct. 

Mr. Focarry. Is it $2? 

Mr. Grigspy. It is a dollar-for-dollar matching requirement. 

Mr. Focarry. For every Federal dollar appropriated the State ap- 
propriates at least one additional dollar? 

Mr. Grigssy. The State or local community. 

Mr. Focarry. As I remember the testimony a couple of weeks ago 
the States are now contributing about $3.90 or something ? 

Mr. Griaspy. Or over; yes. 

Mr. Fogarry. Averaging about $3.90 for every dollar put up by 
the Federal Government? 

Mr. Gricssy. That is right. 


TRAINING 


Mr. Focarry. With regard to this matter of training, I do not 
know but what Mr. Whitten has something there. If the States are 
required to match this Federal money maybe something could be 
worked out with some of these defense plants, or maybe the local 
communities themselves. 

I do think this training is necessary, and I do not agree with my 
friend, Mr. Kirwan, that you can take a fellow off a farm or a con- 
struction job and put him in a machine shop and expect him to run a 
lathe in a week, or even six weeks. 

Mr. Kirwan. Will the gentleman yield ? 

Mr. Focarry. You just cannot make machine operators and tool- 
makers in a week. 

Mr. Kirwan. Will the gentleman yield for a moment? 

Mr. Focarry. Yes. 

Mr. Kirwan. The Briggs Manufacturing Co., which manufactures 
automobile bodies, came into Youngstown, Ohio, a year and a half 
ago, and in 2 weeks they were turning out the usual amount of bodies, 
and there was not one man who ever worked in a body factory before. 
In 2 weeks they were turning out the Briggs automobile body. That 
is the first time the factory was ever in the city of Youngstown, and 
it employed 700 people with no training or anything. They stood 
around and looked at a couple of experienced men. 

Mr. Wurrren. If the gentleman will yield further I would like to 
have some yardstick. I kind of believe in the matching basis. We 
need the money, but it will also give you some idea as to whether it 
is thought to be of value at home. 

Too frequently in regard to schools, particularly with regard to the 
veterans’ schools, the training was the thing. As Mr. Kirwan said, 
a whole lot of them took training and never intended to work at it, 
and have not. That is another risk you run. 

Mr. Focarry. I know you run those risks, but I think the risks 
are greater in the Veterans’ Administration, because there does not 
seem to be the same check there as there is in other agencies. 

I have run into the same problem in my own State. 
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With regard to this training program, if I had a son who was old 
enough to fly an airplane, I certainly would not want to have anybody 
taken off the street working on any airplane in any airplane factory 
which had to do with assembling that plane or manufacturing any 
part in any subcontract, whether it was in New Jersey or California 
or Mississippi. I do not think that makes any difference. 

You cannot train men to do skilled mechanical work quickly. You 
cannot train a skilled mechanic in a week. There is not any man 
in the world who is intelligent enough to take a look at a machine 
and operate it and operate it right. 

I know there are a lot of people who are jacks-of-all-trades, car- 
penters, bricklayers, and plumbers. They cost the fellow they are 
working for about three times what a skilled mechanic would cost. 

I know that I served my time as a bricklayer for 3 years, and I know 
no man can take a look at a bricklayer laying brick on a wall, if he 
stood there for 6 weeks or 6 months, and go out and lay brick. 

I lived on a farm all my life, and was born and raised on it until 
I was about 18 years old. I also served my time as a bricklayer. This 
was out in a small country town, about 700 or 800 population. 

This farmer was building a house about a mile from where I lived, 
and he stopped by and asked me if I would build a chimney for him, 
and I said, “Surely, I will build it on some Saturday.” I was a 
journeyman at that time and a skilled mechanic and getting a journey- 
man’s wages. At that time the wages were $1.25 an hour, That was 
the union scale. 

This farmer said, “How much will you charge me?” I said, “$1.25 
an hour.” 

He did not ask me how long I thought I would take to put the 
chimney up. He said, “Will you give me a price on it?” I said, 
“Surely, I will do it for $20.” 

T built the chimney that next Saturday, and it cost him about $2.10 
an hour at a $20 figure. There were men around there who could 
build the chimney in 3 days, where I would build it in one and do it 
right. That isan example of training, I think. 

These skilled workers in the machine shops, especially assembling 
the guns and tanks and airplanes, especially in the defense work, 
have to be trained. I think this defense training is necessary, and 
they have to spend some time at it. You cannot take a man off the 
street and put him in a machine shop and expect him to turn out some 
of this critical material which is some used. in planes or tanks or 
guns, 

So far as the girls’ training in the last war is concerned, of course 
we did train a lot of them, but we also had to provide additional 
services in the training of these women. We had to provide Federal 
funds for the day-care centers, and we had to have the maternal and 
child programs for these particular women, and I know a lot of them 
were trained at Government expense, but a lot of those people are 
married now. There is a difference of opinion between some people 
as to whether they would advocate the draft of women with children 
or not. Some people believe that the woman’s place is in the home 
and that they ought to stay there and take care of those children and 
that they should not be farmed out to these day centers. 

I do not know how much help you are going to get from the married 
women, especially in view of that difference of opinion which exists 
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in the minds of lots of people. I know I have a very definite opinion 
of my own. I think those are just some of the problems you are 
going to meet. 

I do not know what you are going to come up with on this $1,000,000. 
You are asking for this $1,000,000 an the assumption that the lan- 
guage that is contained in the present budget for 1952 will be adopted 
by the committee. I am not in any position to guarantee you the 
committee is going to go along with the Bureau of the Budget on 
that. I donot know. We have not decided yet. 

Mr. Mies. Mr. Fogarty, I believe that this program would stand 
on its own even if the Congress should decide not to go along with 
that. That is to say, this would provide training for specific needs 
in specific localities between now and the end of this fiscal -year. 

Mr. Griaspy. I would want to add, Mr. Miles, in all probability if 
the Congress does not go along with that language we would be under 
the necessity of presenting some sort of supplemental estimate in the 
next Congress with respect to a continuance of this specific defense- 
training proposition. 

Mr. Fogarry. That is all. 

Mr. Kirwan. Mr. Taber? 


EMPLOYEES 


Mr. Taser. I am wondering how you can figure a set-up in the 
Department of 25 and 20 in the field to handle $1 million of distribu- 
tion, and then hand us a set of justifications that calls for $243,000 a 
year for operating. You have a set-up there that handles the voca- 
tional education, and why can they not handle what there is to do 
without having to have 9 more personnel? That, to me, is outlandish. 

Mr. Mixes. Mr. Taber, you are perfectly correct in your statement 


that the training should be handled by the existing personnel, and we 


are asking for no funds whatsoever to administer the $1 million that 
is included here. 

The detail of personal services, which shows 45 people, 25 depart- 
mental and 20 in the field, is for the purpose of carrying out the 
responsibilities of the Federal Security Agency under the Defense 
Production Act, where we are carrying responsibilities which in 
World War II were delegated to the War Production Board. That 
$68,000 is utterly unrelated to the $1 million for defense training. It 
just so happens that it is in the same estimate because they are the only 
two items for which we have asked funds. 

Mr. Taner. If page 13 of the justifications is not in the record al- 
ready, I would like to insert it now. 

(The document is as follows :) 


Details of personal services 
Departmental : 


GS-16 Executive officer for defense activities___._...__---_-______ $11, 200 
GS-15 Recreation specialist... es ey 10, 000 
18-14 Liaison and coordinating officer (4) ~~.-..---___-________ 35, 200 
Reape WaemONney ss 2 aS a es 2 Se ae ge eee 7, COO 
GS-11 Research and statistical specialist_.........----__-______ 5, 400 
GS-9 Statistical analyst (2) i260. occuisesee ik leweuccd ie 9, 200 
GS-9 Secretary and administrative assistant._...__..._-______ 4, 600 
up MO SC ae ip tage eat a ee aad PS Sark ee ae 21, 700 
aee-d - SeOCeeeeiy AB) aie he ee 6, 200 
GS-5  Clerk-stéfiographer (4) 1.201222. 0. ccc ec 12, 400 


ee MS OL OLA. LI eg TA RL THES 2, 875 





i a Sali 












inion 
u are 


0,000. 
» lan- 
opted 
u the 
et on 


stand 
with 
needs 
ir. 
ity if 
ander 
n the 
fense- 


n the 
ribu- 
000 a 
voca- 
to do 
idish. 
ment 
id we 
| that 


‘part- 
t the 
fense 
‘+h in 
That 
vy. It 
only 


“d al- 




















tae Yi 













443 


Details of personal services—Continued 


Field : 
GS-13 Field representative (10) _-----.------------------------- $88, 000 
GS-4 Clerk-stenographer (10) —.--~~-~.-~---.-__------------- 28, 75 


243, 125 


rea, (mers SU ne ee 
gy ER 2 SRS SE ee ee ee 194, 125 
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Mr. Mixes. In that connection, Mr. Taber, I would simply like to 
add that at the present time, or up to the present, we have carried the 
responsibilities which have been assigned to us by using people from 
the Public Health Service, the Office of Education, and the Social 
Security Administration to do this job, and we expect to continue to 
use those people, but the workload is going steadily upward and 
will continue so, especially as materials get shorter and shorter and 
the schools and hospitals are having a very difficult time. 


EMPLOYEES OF THE DEPARTMENT 


Mr. Taser. What is your regular position in the Department ? 
Mr. Mires. It is the Assistant Administrator for Defense Activities. 
Mr. Taser. Were you in the Department before 4 

Mr. Mires. I joined the staff of the Federal Security Agency No- 
vember 6 last. 

Mr. Taser. The position of Mr. Grigsby is the Deputy Commissioner 
of Education, and it has been that for some time ? 

Mr. Griassy. I have been in that position for the past 2 years. I 
have been in the Office of Education since 1939. 

Mr. Taser. Is Mr. Lund regularly in the office, or has he been 
brought in? 

Mr. Lunn. I am the Director of the Field Services for the Agency, 
and I have been with the Agency going onto my sixteenth year in 
one capacity or another. 

Mr. Taser. Mr, Hanson? 

Mr. Mixes. Mr. Hanson is regularly in the Public Health Service 
and is on loan or detail to the Office of the Administrator to work 
on this program. 

Mr. Taser. Mr. Stephens is the regular budget officer for the Fed- 
eral Security Agency? 

Mr. Srepuens. That is right. I have been for 6 years. 

Mr. Taser. Mr. Kelly? 

Mr. Keury. Field representative for the Vocational Education 
Division. 

Mr. Taper. You are regularly in that division ? 
Mr. Ketry. I have been there 11 years. 
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TRAINING PROGRAM 


Mr. Taser. They have these vocational training schools. There 
may be spots where somebody needs to train somebody to have help 
enough to run a job, but most of these classes can take on 2 or 3 or 4 or 
5 ee some of them even as high as 10 or 15 extra people. It would 
seem that without having to hire an extra teacher they could do this. 
They might have to supply a little power, or something like that, or 
a little material, but it would not be a terrible lot. It would seem as 
if in most of these places you could eke out whatever could be done 
with any such program as has been suggested here by adding a few 
to the classes. 

I know that would not do for such a set-up as we had in the last 
war, where you had special classes for them, but for these small re- 
quests that have come in you could take care of them just as well as 
not, could you not, in the classes that are already existing ? 

Mr. Gricspy. Well, let me answer that with an example. We have 
a request here from the Long Beach City School District, from the 
Douglas Aircraft Co. They want to have trained 4,176 people in 
machine shops, welding, and aircraft metal fabrication. I do not think 
they can absorb those 4,000, Mr. Taber, in the Long Beach schools. 

Mr. Taser. On the other hand, there are other places where they 
only want 15 or 20. 

Mr. Griessy. That is true. 

Mr. Tazer. You have a lot more that are not any bigger than that. 

Mr. Griassy. That is at East Providence. I read a list of occupa- 
tions which they wanted trained, and the total number involved was 
only about 26 in that particular instance. 

Mr. Tazer. Yes. 

Mr. Griespy. They vary. We have this situation about San Diego. 
We have it at Wichita, Kans. We have it at Seattle, with the Boeing 
Aircraft Co. The pressures are great, and they need a lot of people 
trained. They cannot be absorbed as an extra member or two of 
the class. 

Mr. Taxer. The 4,000 manifestly could not be, but the 15 or 20 are 
different. I do not know as to that. 

What is the situation with these local people? When they have that 
sort of an extra employment in sight, why do they not go ahead and 
do business and get it fixed up? 

Mr. Griassy. The industry itself? 

Mr. Taser. No; the local people and the local authorities. Most 
of them could do it all right, especially where they have anything 
in sight that is going to draw in extra employment in a number of 
4,000. That is especially true with regard to those airplane shops 
where they get pretty good pay and a very considerable quantity o 
overtime. I know my territory does a good deal of that sort of thing 
when there is g occasion for it. 

Mr. Gricssy. They are doing it. They are doing it regularly in'the 
vocational-training program all the while. 

Here is a new load that is put on the local school. It does not have 
an somaya to raise the funds from its own tax sources, nor. to 
get them from the State. The State usually sets its contribution, if 


any, on a biennial rate. This community cannot get hold of the money 
to do this job from the State or the local sources. 
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Within limits, yes; they have been doing that. In Seattle they have 
been doing it. In San Diego they have been doing it. In Los Angeles 
they have done it, and in Wichita they have done it. Up to this point 
they have, but they cannot continue it. They are running out of 
funds. 

Mr. Taver. Well, I guess that is all I have. 


OFFICE OF THE ADMINISTRATOR 
CLAIMANT WORK 


Mr. Wiecteswortu. As I understand it, you are making two unre- 
lated requests here, one for $68,000 for work as a claimant before 
the Defense Production Administration ? 

Mr. Mixes. Yes, sir. 

Mr. Wiacteswortu. That represents a personnel of 45? 

Mr. Mixes. Yes, sir. 

Mr. Wiceiesworru. What personnel do you have now for your 
regular purposes ? 


REGULAR PERSONNEL 


Mr. Mites. We have at the present time in the Public Health Service 
about 32 people working on this program. In the Office of Education 
we have approximately 20. 

Mr. Wiaereswortn. What is the FSA payroll and appropriation 
today ? 

Mr. Mites. You mean for the Office of the Administrator, or for 
the whole Federal Security Agency ¢ 


APPROPRIATIONS 


Mr. WiccieswortH. I mean the appropriations for the Federal 
Security Administration, administrative funds and personnel. 

Mr. Mires. Mr. Stephens, can you answer that ? 

Mr. Sreruens. That would have to be a qualified answer, Mr. Wig- 
glesworth. We have so many things in one appropriation for the 
Office of the Administrator. That involves funds in the Office of 
Education, funds in the Office of the Administrator, and funds in 
several places in Public Health because of their special competence 
in items of health. In providing the know-how and the contacts and 
the sources for information on the school needs and the health needs. 
Obviously that comes from the Public Health Service and the Office 
of Education. 

I do not want to evade your question, sir, but in the Office of the 
Administrator the appropriation is something over $2 million, and 
there are about 600 people, including all the staffs in our regional 
office and our personnel office and the budget and fiscal office, and so 
forth. 

Mr. Wiceieswortn. Six hundred people and something over $2 
million ? 

Mr. Sreruens. I do not have the figures. It is about $2,383,100, 
I believe, sir. 

Mr. Wiecteswortu. In what grouping? 

Mr. Srepuens. In the “Salaries, Office of the Administrator.” 

Mr. WiccieswortH. Just the Office of the Administrator ? 

Mr. Streruens. Including the field and the personnel and the bud- 
get, as well as the grant-in-aid auditors, 
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Orrice oF Epucation 


Mr. WicGLeswortH. What do you have in the Office of Education? 

Mr. Steruens. Well, the Office of Education, regular salaries for 
all operations, runs close to $214 million a year total appropriation, 

Mr. WiccLeswortu. How many people are involved ? 

Mr. Griespy. About 400. 


PUBLIC HEALTH SERVICE 


Mr. WiceLeswortu. What about the Public Health Service? 

Mr. Srernens. The Public Health Service has approximately 
16,000 employees. 

Mr. WicGieswortH. How much money do they have? 

Mr. Srernens. For personal services, as I remember it, in our 
estimate, that runs approximately $63 million. It is between ‘ 60 
million and $65 million for personal services. Of course, that is in 
all the hospitals, the quarantine and the research institutes, the TB, 
VD, and communicable diseases, and so forth. That is the total Public 
Health. 

Mr. Wieeieswortu. And the second request is for $1,000,000 for 
this training purpose ? 

Mr. Muzs. Yes. : 

Mr. Wiceiesworrn. There are no funds presently available for 
this purpose? When did we start making funds available, and when 
did we stop? 

Mr. Sreruens. That was started prior to World War IT. 

Mr. WiceteswortH. It was discontinued in 1945 ? 

Mr. Srernens. About 1945; yes, sir. 

Mr. Wiceiteswortu. When was it started ? 

Mr. Griessy. In 1940, for World War IT. 

Mr. Wiceiteswortu. How much is the George-Barden law doing 
in terms of training, and what has it cost Uncle Sam ? 

Mr. Gricssy. The amount authorized by the George-Barden Act 
is $29,000,000, Congress has been appropriating since 1947, I believe, 
$19,000,000. 

Mr. WiceieswortH. The appropriation is $19,000,000 ? 

Mr. Gricspy. Yes, sir. 

Mr. WiceLeswortn. How many people are you training under that 
program ? 

Mr. Gricspy. Approximately 3,300,000, last year. 

Mr. Wiaerieswortu. 3,300,000? 

Mr. Griessy. Of all types. 

Mr. Wicetesworru. For the fiscal year 1950? 

Mr. Gricsspy. Ending in June 1950. 

Mr. Mies. That is with a combination of Federal funds, State, 
and local funds. 


OTHER TRAINING PROGRAMS 


Mr. Wiacieswortu. Now, is there some other training program 
that you are carrying on in addition to this George-Barden program ? 

Mr. Griassy. No; not a separate program. There are additional 
funds; $7,000,000 is authorized as a permanent appropriation and 
under the Smith-Hughes Act. 
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Mr. Wice.eswortn. How many people are being trained under 
the Smith-Hughes Act? 

Mr. Griespy. That is one program. The George-Barden Act is an 
amendment to the Smith-Hughes Act. 

Mr. Wiaeiesworrn. So, instead of $19,000,000, it would be more 
accurate to say that you have had $26,000,000, and you trained 3,300,- 
000 under this fund in the fiseal year 1950 ¢ 

Mr. Griaspy. Yes. 

Mr. Sreruens. Under the Smith-Hughes Act it is a $7,000,000 proj- 
ect, so your $26,000,000 would be comparable to a $36,000,000 authori- 
zation. 

Mr. Wicetesworrn. Yes, but the fund you actually do have appro- 
priated is $26,000,000 ¢ 

Mr. Sreruens. That is right. 

Mr. Wiccitesworrn. That is what it actually cost Uncle Sam? 

Mr. Srepuens. Yes. 

Mr. Gricssy. When you add the State and local matching con- 
tributions to these funds they run in the neighborhood of $128,000,000 
extended against that total number trained. That is for training in 
agriculture, in trades and industry, in distributive occupations, and 
in home economics. 

Mr. Wieciesworti. How long is the defense training in contem- 
plation ¢ 

Mr. Griessy. That is a difficult one to answer because we do not 
know how intense, or what the duration of this mobilization will be. 

Mr. Wicéiesworru. I mean how long does an individual go into 
training ? 

Mr. Griessy. The period of training for the individual? 

Mr. Wicca eswortn.* Yes. 

Mr. Griespy. That will vary from 3 weeks up to 6 weeks. 

Mr. Mixes. I believe the average period is 6 weeks. 

Mr. Gricspy. That was the average in the last war. 

Mr. Wiceiesworrn. L judge from this statement you have given 
us here that you contemplate training people before they get a job, 
and after they get a job, and you are going to train them for promo- 
tion, and train them for instructors, and train them for supervisors. 
that you are training people both in industry and out é 

Mr. Griessy. That is right. 

Mr. Wiceeteswortu. Who is going to train them ? 

Mr. Grigspy. The local vocational schools, 

Mr. Wicetesworru. Who are they? 

Mr. Griaspy. You say who are they 4 

Mr. Wiaetesworrn. Yes. 

Mr. Griessy. Well, they are the local public and vocational schools, 
or departments of the public schools in the communities where there 
are these shortages of skilled labor. I put in the record earlier an 
indication of the number of firm. requests we have had from com- 
munities. 

Mr. Wiceiesworri. I am not interested in that because I feel very 
much the way that Mr. Whitten does about requests. Of course, you 
are going to get requests if they are getting something for nothing, 
what I am interested in is the experience and competency, generally 
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speaking, of those who are going to do the training, what backgrown | | 


have they for training these people ¢ 
Mr. Griessy. Mr. Kelly. 
Mr. Ketiy. An instructor in the vocational school in the aircraft 


Be ee ks ee aie Bu 


division would be selected from the industry on recommendation — 


from his employer as being competent. He would be given a short 
course in teacher training, and if he was a welder he would teach his 


speciality, and if he were a sheet-metal man he would teach his | 


speciality. 

Mr. Wiceteswortu. In other words, he might be teaching his own 
welders in his plan, in a school rather than in a plant? 

Mr. Ketty. Tent they might take them in school or in the plant. 

Mr. Wiceiteswortu. He might be teaching the identical workers 
who are working for him in the plant in the Bay 

Mr. Ketxy. That is right if the workers are enrolled in evening 
courses supplemental to their job. In the Atomic Energy Division at 
Hanford, Wash., they are using improved complete are welding, which 
is a new development in are welding for cutting stencils on steel. The 
same thing is true of the Roentgen Car Barns where they are building 
tanks and gun mounts, and we have to find our teachers on the job. 
Except in such special cases, the answer is “No.” 

. Mr. Wieeiesworrnu. I do not know as I have any more questions, 
Mr. Chairman. 

Mr. Cannon. Mr. Davis. 

Mr. Davis. Just a little bit more on these requests, which I am not 
sure I did understand 

From whom did those requests come to your office ? 

Mr. Griaspy. That came to us from the State directors of the voca- 
tional education, who are the directors in charge of the program estab- 
lished back in 1917, and which has been continuing since. There is 
in each State a State board for vocational education which employs a 
State director in vocational education. 

Mr. Davis. Now, did your office, or anyone in the Federal Security 
Agency here, make it known to these State directors that some such 
program was probably in the offing, and ask them to contact their 
directors of their local schools to find out if something like that was 
needed ? 

Mr. Grigssy. I would say that practically all of these State directors 
were State directors during the last war. They were responsible in 
their States for the programs of defense training and later of war 
production training in their State. Naturally when this present de- 
fense mobilization came along they realized there would be need for 
some sort of training program, such as they had before, in which the 
cost of training defense production workers in those specific defense 
industries which had procurement contracts was seomesty a charge on 
Federal funds. And consequently they turned to the Office of Educa. 
tion with a statement of their needs. 
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REQUESTS FROM STATE DIRECTORS 


Mr. Davis. Now, from how many State directors do you have re- 
quests at the present time ? 

Mr. Griessy. We have them from 7 States. 

Mr. Davis. Which total very close to the $1,000,000 you are speak- 
ing about here today ¢ 

Mr. Griessy. Yes, sir; that is right. They total a little more than 
the million dollars we are speaking about actually. 

Mr. Davis. You gave us a figure of $954,000 here. - 

Mr. Griessy. That is right. That was several weeks ago. At the 
present time we have those requests from these States for training in 
47 centers involving 78 different plants. All of the requested training 
totals 48,920 persons. 


ALLOCATION OF MONEY 


Mr. Davis. To whom do you propose to allocate this money ? 

Mr. Gricssy. We propose to provide for the payment of the cost 
of courses approved by every State director or State board for voca- 
tional education which, in turn, will make payment to the local school 
for the cost of the courses conducted by the local school under the 
supervision of the State board. 

Mr. Davis. What kind of supervision would you contemplate here 
to forestall, or to attempt to forestall, the kind of thing that Mr. Wig- 
glesworth mentioned, “Sure, they will take it and like it if they can 
get it for nothing” ? . 

Mr. Gricssy. There two two elements there. First of all, we do 
not propose to give training except to persons and for plants in which 
we have a clear certification of the need by the Employment Service 
people in the State, in the local community. They must make a deter- 
mination that the training is needed. Then we will forward that certi- 
fied statement of need to the State where the State board for voca- 
tional education passes on it, and will advise the local community 
whether or not funds will be made available for providing the courses 
that they have certified as needed. 

Mr. Mites. We are working with the Labor Department at the 
present time and the Defense Manpower Administration for the pur- 
pose of trying to develop a procedure which will assure that there will 
not be a shifting of financial responsibility from the employer to the 
schools which should have been borne by the employer. It is not an 
easy thing to do, but we are attempting to work out a procedure which 
will give assurance that that will not occur. 

Mr. Grigspy. May I read into the record at this point the criteria 
we have agreed upon with the Department of Labor in that respect ? 

Mr. Davis. Yes. 

Mr. Gricssy. Before training funds can be used to pay the cost of 
defense training, the training must meet these criteria: 

First, that the defense training requested is for defense production. 
That goes back to a list of programs defined as defense production 
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by the Department of Labor: Aircraft, guided missiles, ships, tank- 
automotive, weapons, ammunition, electronics and communications, 
equipment fuels and lubricants, clothing and equippage, transporta- 
tion equipment, and so forth. 

Second, that there is an immediate or imminent local shortage of 
qualified workers with the skills or knowledge for which defense train- 
ing is requested, that the jobs for which workers are to be trained 
meet prevailing wages and working conditions, and that such workers 
cannot be obtained from other areas, or that local conditions make 
it inadvisable to bring in outside workers. 

Third, that the number of persons to be trained is in relation to the 
number of jobs to be filled, and that the employer agrees to hire all 
trainees who successfully complete the course established as a result 
of his request. 

Fourth, that the workers’ organization, where such exists for the 
class of workers affected, has been consulted concerning the request 
for defense training. 

Fifth, that the requesting employer is utilizing his own in-plant 
training resources, and that in order to meet production schedules 
defense training through established educational agencies is needed. 

Those are the criteria that will first be applied by the Employment 
Service people before they will certify a request for use of Federal 
defense training funds in meeting this need. 


CONSULTANTS 


Mr. Davis: Now, to change over to another subject here, I notice 
that there are several consultants provided for in this request. Is 
this power to obtain consultants permanent authority, or is that some- 
thing that is put in in connection with the Defense Production Act 
of 1950? 

Mr. Gricssy. The request for consultants is not tied in with this 
request for defense training. 

Mr. Mites. No. May I answer that? 

Mr. Griassy. Yes. 

Mr. Mites. The Federal Security Agency has authority to hire con- 
sultants on a continuing basis. This asks for some funds for the 
purpose of bringing in consultants to help us with this job, which 
is analogous to the job which was done by a section of the War Pro- 
duction Board during World War II, the claiming of necessary ma- 
terials for the construction of schools, hospitals, and so forth. It is 
a highly technical job, and we have taken on consultants to help us 
to assemble a great mass of data and convert it into technical 
requirements. 

Mr. Davis. You do have that as permanent authority to call in 
consultants and fix their rate of compensation ¢ 

Mr. Mites. We are authorized to pay them up to the maximum 
rate under the Classification Act, which is $42 per day, I believe. 
That is the maximum we are authorized to pay. 

Mr. Davis. I think that is all; thank you. 

Mr. Cannon. Thank you, gentlemen. 
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Wepnespay, Marcu 14, 1951. 
ECONOMIC STABILIZATION AGENCY 


WITNESSES 


ERIC JOHNSTON, ADMINISTRATOR 
RALPH HETZEL, ACTING ASSISTANT ADMINISTRATOR (OPERA- 
TIONS) 
PRICE STABILIZATION 


MICHAEL V. DiSALLE, DIRECTOR, OFFICE OF PRICE STABILIZATION 


WAGE STABILIZATION 


WILLARD W. WIRTZ, ACTING EXECUTIVE DIRECTOR 

HARRY WEISS, ACTING EXECUTIVE OFFICER 

WALTER DABULEWICZ, ACTING DIRECTOR OF ADMINISTRATIVE 
MANAGEMENT 


MANAGEMENT AND BUDGET 


RICHARD F. COOK, ASSISTANT DIRECTOR FOR MANAGEMENT 
LLOYD A. NELSON, ACTING DIRECTOR, BUDGET AND FINANCE 


Expenses OF DerensE Propucrion For 1951 
Mr. Cannon. ‘The committee has before it today Mr. Eric Johnston, 
the Administrator of the Economic Stabilization Agency, to justify 
the request for $29 million for supplemental appropriations for the 


expenses of defense production for 1951. 


GENERAL STATEMENT 


We would be glad to have a statement from you, Mr. Johnston. 
(The statement is as follows:) 


OPENING REMARKS OF ADMINISTRATOR, ECONOMIC STABILIZATION AGENCY 


Mr. Chairman and members of the committee, this marks the first appearance 
before this committee of the Economic Stabilization Agency. The Agency was 
created by the President last September under the terms of the Defense Pro- 
duction Act as a part of the unified national effort to build up our defenses 
against the threat of international communism. I welcome this opportunity of 
discussing with you some of the problems we are encountering. 

Experience and common sense show us that many of our programs and actions 
will be highly controversial. Men of equal ablity and good will can be expected 
to differ materially from us, and even among themselves, as to proper handling 
of certain issues. Such conditions are to be expected since we must establish 
controls in areas which in normal times are governed by free competitive forces. 

As Mr. Wilson pointed out in his opening remarks to the committee, the 
Economic Stabilization Agency faces a different organizational problem from 
that of the other defense production agencies. Under the law we must build 
a completely new organization that will have direct relations with a great many 
of our citizens and whose actions will affect the life of every American. This 
organization is being pulled together with the greatest possible speed, because 
the next few months will be crucial in holding the line against inflation. 

The Economic Stabilization Agency and its constituent parts, the Office of 
Price Stabilization and the Wage Stabilization Board, are from a budgetary and 
organizational standpoint only beginning their operations. During the last 
6 months, the President has allocated the Eeonomic Stabilization Agency 
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$9 million of the $30 million currently available to him in carrying out the 
Defense Production Act of 1950. The $29 million request before the committee. 
Mr. Chairman, covers expenses to be incurred during the fourth quarter of the 
current fiscal year. With the additional funds, we can continue to build the 
strong Nation-wide organization needed for the equitable administration of the 
necessary restraints we are placing on the economy. 

Our program for stabilization is evolving and it is of the utmost necessity for 
us to develop a competent staff, large enough to handle quickly, fairly, and 
firmly the many problems with which we are faced. If we are unable to do an 
effective job in the next few months, our task in the future will be far more 
difficult. My associates will indicate in more detail how we plan to use the 
funds. Necessarily, in this formative and critical period of economic stabiliza- 
tion activities, we have only limited ability to forecast our exact dollar needs. 
We will, as we gain on-the-job experience, be in a better position to work with 
the committee in determining more exactly our specific budgetary requirements. 

The Economic Stabilization Agency consists of the Office of Price Stabiliza- 
tion, the Wage Stabilization Board, and my own staff which is called the Office 
of the Administrator. I shall leave to price and wage officials the details of 
their own operations. I would, however, like to give the committee a_ brief 
picture of how the over-all agency will be managed. I plan to limit actions of 
aty Office, wherever possible, to the broader program and policy questions that 
urise and to work directly with the Director of Defense Mobilization, Mr. Wilson, 
and others in coordinating the economic stabilization program with other phases 
wi the defense-production effort. I have given the Director of Price Stabiliza- 
tion and the Wage Stabilization Board complete operational responsibility for 
their respective agencies. Review of their actions and the establishment of 
agency policy, I believe, can be done on a. broad basis with a minimum of red 
tape on the part of my Office and with only a small staff of qualified assistants. 

For a better understanding of our problems, I would like to review with you 
some of the events that led us to approve specific stabilization measures as 
well as the nature of the actions taken. 

Inflationary pressures mounted rapidly during the last half of the calendar 
year 1950; long before the impact of additional defense procurement could make 
itself felt. This was due to increased consumer and business demands resulting 
from the expansion of incomes and to wide-spread anticipatory purchases. 
These anticipatory purchases were augmented and financed to a large extent 
through the expansion of bank and consumer credit. As an indication of what 
happened during the year 1950, the Bureau of Labor Statistics Index for primary 
market prices rose 43.8 percent, wholesale prices had increased 15.7 percent, and 
consumer price index was up 6.9 percent. Yet at the same time defense expendi- 
tures were claiming only about 7 percent of our national production. Obviously 
the major impact of defense spending lay in the future. Hence, in January 1951 
it was necessary to take quick action to stop the further upward spiraling of 
prices and wages and to establish economic controls before the major inflationary 
impact of defense expenditures was felt. Therefore, on January 26, a general 
freeze of all prices and wages was instituted. 

A freeze of prices and wages, as of any particular time, is a drastic measure to 
take because it freezes all the inequities which may exist at that time. We 
recognized this problem but felt that such action was needed to stop the rise of 
prices and wages to even more distorted levels. The main job before us now 
is to hold the line generally on prices and wages and to develop as quickly as pos- 
sible tailored regulations for the various segments of the economy which are 
equitable and which will provide stability for a long period of time. This is 
our program, and it is evolving on both the price and wage fronts. 

In regard to prices, we have already made roll-backs in some raw-material 
prices which had moved far out of line during the latter part of 1950. Price 
ceilings on iron and steel scrap and hides are cases in point. We have already 
fashioned a retail regulation which will limit price increases in the retail stores, 
but which does not require retailers to absorb the increased prices of replacement 
goods. In a similar fashion we are developing regulations for more equitable 
prices at the manufacturing level. 

When we froze wages we also recognized that there were many inequities 
implicit in the freeze. For example, there was the problem of escalator clauses 
in negotiated contracts; the problem of the improvement factor likewise con- 
tained in some contracts; the problem of wage rates for new industries; and the 
problem of adjustments necessary in certain hardship-case industries. Each of 
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these problems has and will require handling in a more flexible manner than 
is possible through a general wage freeze. General Wage Regulation No. 6 and 
subsequent regulations are the first steps in eliminating the inequities existent 
at the time ef the general freeze. 

We cannot allow unresolved problems to accumulate simply because we do not 
have an adequate staff to anal)ze the difficulties and to arrive at and carry out 
workable solutions. We must act quickly and surely. 

| know this committee, Mr. Chairman, well appreciates the importance of the 
stabilization program since it is to you that the various agencies of government 
must come to request larger appropriations due to the rise in prices and wages. 
in this sense we have a common problem. I assure you that I will do my utmost 
to see that price and wage controls are effective so that we can work together to 
keep the cost of Government at a minimum. 

Mr. Jounston. Mr. Chairman and gentlemen, this is my first appear- 
ance before you as Director of the Economic Stabilization Agency. I 
represent, as you probably know, a very highly controversial problem 
and subject, that. of economic stabilization, in which men of good 
intellect and good will can differ very materially. 

Prices, as you probably remember, have risen rather rapidly since 
pre-Korea, about 43 percent on the commodity index, about 15 percent 
at wholesale, and approximately 7 percent at retail for the year 1950, 
although only about 7 percent of our national product was taken in 
the war effrt. 

Of course, as we go on and take a much larger share in the war 
effort, the pressures will be increased and augmented. We felt, there- 
fore, that it was essential to stop this very rapid spiral of inflation, 
which we did on the 26th of January. That is, we froze prices and 
wages. 

Now, there were many inequities in this wage freeze. Many people 
were caught short. Many people had not received wage increases. On 
the wage increases alone, gentlemen, there were only about two mil- 
lion workers who had received 10 percent or more wage increases, 
varying down from that to nothing, with approximately 50 percent of 
the American nonagricultural workers having received no increase 
during this period. That, in itself, formed great inequities. 

The same is true with prices. There must be ironed out and must 
be adjusted on some kind of a formula which is equitable and fair. 
pis process takes a great deal of manpower and a great deal of 
effort. 

I do not know what prices would be if we had not controlled them, 
but certainly they would be much higher. In my opinion the price 
of the products of key industries such as steel, motors, aluminum and 
things of that nature, would probably have been at least 30 percent 
higher in another year. The cost of the war effort would have been 
almost prohibitive in the key industries, where there are tremendous 
pressures for manpower and tremendous pressures for materials. 

Of course, what we do, gentlemen, has a profound effect upon all the 
rest of the free world because we furnish goods to the free world and 
we buy from the free.world. 

This is really a military question, gentlemen. It is something which 
was imposed upon us by a military operation and problem. The im- 
pact, of course, is a tremendous increase in prices and wages. 

I am one of those, to give you my personal philosophy, who does 
not think price controls or wage controls will work over a protracted 
period of time, unless they are followed with monetary and fiscal 
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controls which I think are really very essential in the long run. How- 
ever, in the meantime, we have this problem of attempting to contro] 
the upward movement of prices and the upward movement of wages. 
It will require a great deal of manpower and the best and most ex- 
perienced people we can get to do it. 

We have made some progress. I do not want to go into the details 
of the staff involved. There is the Office of Price Stabilization, under 
Mr. DiSalle. He is the one who needs the most money. He will go 
into the details with you about that. 

There is the Office of Wage Stabilization. Mr. Wirtz is here from 
the Wage Stabilization Office. That requires a much smaller sum 
of money. 

I represent the Office of the Administrator of the Economic Stabili- 
zation Agency, which is primarily just an office with a very small sum 
of money. This small office serves as the coordinator, supervisor, and 
policy-making group for wage stabilization and price stabilization in 
working with Mr. Wilson on defense-mobilization program. 

Now I would like to have these gentlemen go into the details of our 
proposed request because IT am sure they can do it much more accu- 
rately than I, unless there are some questions you would like to ask me. 

Mr. Cannon. Thank you, Mr. Johnston. 


UNANIMITY OF OPINION 


You say that men of equal ability differ materially on this question. 
You do not mean that they differ as to the necessity for action at this 
time or as to the objective, but that the only difference is as to methods 
of attaining that objective ¢ 

Mr. Jounston. I think that is true, Mr. Chairman. 

Mr.Cannon. We are all united as to the necessity of meeting the 
problem in the most effective way possible. 

Mr. Jounsron. I think that is quite unanimous. 


THREAT OF INTERNATIONAL COMMUNISM 


Mr. Cannon. I note you say this is a part of our unified national 
effort of building up defense against the threat of international com- 
munism, in your statement. Did you hold any official position in 
the administration during the last war? 

Mr. Jounsron. Yes, I held several official advisory positions, I 
was on Justice Byrnes’ War Mobilization Advisory Committee. I was 
on the War Manpower Commission, on its advisory committee. 
I was on the Economic Stabilization Committee under Judge Vin- 
son. I was on the Economic Policy Committee of the State Depart- 
ment under Cordell Hull. I held several positions of that kind. 

Mr. Cannon. AsT recall it, since that time you were specially invited 
to visit and did visit Russia. About what year was that ? 

Mr. Jounsron. I have been over there twice, Mr. Chairman. I was 
there in 1944, as a guest of the Soviet government, and toured all over 
the Soviet Union. 

Mr. Cannon. That was during the Second World War? 

Mr. Jounsron. Yes, sir; 1944. I went over there in May of 1944 
and came home in August of 1944. Then I was over there again in 
1948, in the fall of 1948. 
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Mr. Cannon. Then you have had unusual opportunities to observe 
more than most American citizens, and you would be in a position to 
judge the extent of the threat of international communism and the best 
ways of meeting it and defending ourselves against it. How were you 
impressed with the Russian economy, the communistic economy, as 
compared with the economy of the free world, which is presently the 
American economy / 

Mr. Jounston. There is no question about the greater efficiency of a 
free economy as compared to a directed totalitarian economy. In my 
opinion, there is no question about it. 

Of course, when I was there in 1944 the war was on and they were 
greatly disrupted because of the war. When I was there 4 years later, 
or 5 years later, and I believe I was there in 1949 instead of 1948, they 
had made considerable progress since the war period in rehabilitating 
their economy, but there was still no question about the efficiency of the 
free economy as compared to that of the totalitarian state. 

I have had the opportunity of talking to Stalin and to most of the 
members of the Politboro, There is no question in my mind that 
there is only one thing they understand and respect, and that one thing 
is force. They thoroughly understand that. Anything else I am 
sure they do not understand and pay no attention to. 

I have always felt that they would kick on all the doors of the free 
world. If they found them open, they would do as they have done. 
If they found them tightly closed and defended, they would not kick 
them down. But I think there is only one thing to do and that is to 
prepare ourselves for any eventuality and any emergency. I am sure 
that is the only way, Mr. Chairman, you can preserve peace in the 
world because that is what they understand and that is what they 
respect, force. We have had too little of that. We have been too con- 
ciliatory. We have been too willing to compromise in the past, from 
1945 on, or 1943 or 1944 on. We have been too willing to take what we 
thought was the western standard, not realizing that these people are 
really oriental in their thinking, viewpoint, and ideas. 

I think we are now beginning to understand it more thoroughly 
than we did before, and having understood it more thoroughly | 
think we can protect ourselves against it. 

I do not want to give you any impression that I think they will not 
continue to kick on the doors. I think they will do so in many areas 
of the world and will cause us a tremendous amount of trouble. 
From that war might ensue. I cannot tell you that. No one can. 
However, I do know in my opinion that the only way you can pos- 
sibly protect yourself against it is to be strong. I do not think you 
have to be strong only militarily. You must also be strong economi- 
cally. In modern werfare unless you are strong economically you 
cannot carry on a war for very long. 

Mr. Cannon. We have at last realized that, and we are now en- 
gaged in an intensive drive to conserve and increase and strengthen 
our country. You think that the economic strength is as important 
as, if not a part of, the military strength, and the economic stabiliza- 
tion is one of the important factors in that program / 

Mr. Jounston. I thinkso, Mr. Chairman. I think that the economic 
strength of the country is just as important as the military strength. 
I really mean that, because it is from that economic strength that the 
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military can get sustenance. It is not only the military in our own 
country, but it is the military in other lands. To remain strong 
economically means that you must protect the integrity of the dollar 
and its purchasing power and the income and purchasing power of 
millions of our citizens who are on fixed incomes. 

This is not easy to do. It is an extremely difficult task. I was telling 
General Marshall this morning, when we were discussing this morn- 
ing some of the difficulties you face in economic stabilization, what 
the problem was. For instance, take the wage situation. Labor has 
walked off the Wage Stabilization Board because it feels that they 
have not received their due share, although I think it is a generous 
formula. We have been unable to get them back on. 

The same is true with other segments of the economy. I am sure 
that agriculture feels that maybe the price of cotton is not high 
enough, or maybe the price of meat is not high enough. In fact, I 
know they feel that way. 

Business feels that profits should be larger. However, in some way, 
gentlemen, we must begin to get this thing into balance. That is all 
that controls can do—get it into balance. I think we can, and I think 
we are effectively doing that today: It is slow, because you cannot 
vase the machinery to control this overnight. It takes a little while 
to do it. 

Mr. DiSalle can tell you what he has done on price control, and I 
think he has made good progress. I think we have made good progress 
in wage stabilization, even though we have had some serious disrup- 
tions in the process and may have some more. We may have some 
widespread strikes. I think, however, we are beginning to have an 
understanding by everyone, including the labor people, of the prob- 
lems involved. 

No one segment of our economy can go off by itself and get all it 
wants, irrespective of the other segments of the economy. Every 
segment wants the others controlled but not itself. Most of our people 
do not understand that. 

The banker wants to loan more money at a higher interest rate. 
Instead of that, we have to curb credit, not expand it, if we are going 
to control the situation. As a director of a bank I can assure you that 
we want to loan more money and we want more credit. The business- 
man wants more profits. Mr. DiSalle can tell you the trouble he is 
having on food regulation, because business feels that they need more. 

I can talk for hours on the trouble I have had with labor, because 
I have dealt with them day and night for four solid weeks now. All of 
these segments honestly feel it is the chicken and the egg problem, 
“Start on the other guy first, and then come to me; but do not take 
me first.” 

We cannot do that. We have to begin to control all of them. I 
think that is essential. I am absolutely convinced that if we lose the 
fight on inflation Stalin has gained a tremendous victory. 

Mr. Cannon. You think that the country as a whole and every 
segment of the population of the country is back of the proposition 
of arming and preparing the country for national defense just as 
long as we permit them to continue to make more money and keep the 
boys at home on the job? 

Mr. Jonnson. That is exactly right. They are beginning to under- 
stand, I think, that it applies to them, also. 
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We have a free economy.. We believe in it. I believe in it. I do 
not like controls. I think we have become great because we have not 
had controls. I do not want to have them any longer than is essential. 
I do not think we will continue to be great as we have if we have 
controls indefinitely. However, spending in the neighborhood of 
$55 billion a year out of our economy for military goods alone puts a 
tremendous strain upon our economy. We produce just so much 
goods, and services, with our people working. Then the military 
comes in and takes its share. The working people, of course, have 
been paid to produce those goods, but they are military goods and 
not consumer goods. Therefore there is built up this tremendous 
pressure to buy the reduced amount of consumer goods which are 
available. 

By building up our military strength and by increasing our pro- 
ductive facilities so that we can produce more if we need to at some 
future date, I think we can pretty well complete the program in a 
couple of years, given a little good luck and no war. In that case I 
think we ought to take off these controls and go back to a free econ- 
omy. Iam one of those who feel we must not leave these things on 
any longer than is essential. 

Mr. Cannon. You say we must protect ourselves against the threat 
of international communism. Now you tell us that you think we can 
complete that program within 2 years. You think that at the end of 
2 years we would be so strong that no enemy would dare attack us; 
is that the idea ? 

Mr. Jounsron. I think that is right, Mr. Chairman. I think we 
would be very strong. I do not mean to say we will complete the 
program in 2 years. I think we will complete the plant-expansion 
program in 2 years so that our facilities will be much greater than 
they are now to make things. Steel production will be much larger, 
as well as aluminum, hydroelectric power, and other essential things 
such as transportation. Then, although I think we will be under a 
considerable expense in the military for a protracted period of time, I 
think the great inflationary pressures will have been removed because 
we will have increased the capacity for production. 

Mr. Cannon. In the meantime the element of time is working in 
our favor; every day we are stronger. 

Mr. Jounsron. That is right. 

Mr. Cannon. Every day there is less danger of aggression from the 
outside ? 

Mr. Jonnsron. I think so. 

Mr. Cannon. Now, the military authorities seem to agree that there 
is very little danger of an enemy striking this year, the calendar year 
1951. Do you agree with that theory ? 

Mr. Jounston. I think there is less danger every day that goes by, 
because I think we become stronger and Russia would be a fool to 
attack us as we grow stronger and as Western Europe grows stronger. 

Mr. Cannon. And at the end of that year Stalin will have missed 
the bus, he will have waited too long? 

Mr. Jonnstron. I think so, unless he just wants to do a foolhardy 
thing. Knowing Stalin, he is not exactly that kind of a fellow. He 
is a pretty methodical, calculating guy. 

Mr. Cannon. The way to avoid war and to save America and the 
world from the great catastrophe which a third war with all its 
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modern methods of destruction would bring, is for us to prepare now 
and prepare as rapidly as possible? , 

Mr. Jonnsron. I think so; yes, sir. 

Mr. Cannon. To be strong just as quickly as we can become strong. 

Mr. Jounsron. I think so; yes, sir. 

Mr. Cannon. A factor in becoming strong and a factor in economic 
preparaition for the war is the national solvency, I take it? 

Mr. Jounston. Absolutely. 

Mr. Cannon. And an important part of national solvency is in the 
economy of appropriations ¢ 

Mr. Jonnston. That is right. 

Mr. Cannon. While we should spend for national defense all that 
is required you think that we should carefully scrutinize all the ex- 
penditures even in the national defense and even for economic stabil- 
ization ¢ 

Mr. Jounston. I certainly do, 

Mr. Cannon. It is your policy, then, as the head of the Economic 
Stabilization Agency to secure results as economically as possible ? 

Mr. Jounsron. Absolutely. I think it is just as important that 
we save as that we appropriate more money. I think both are 
important. 


ECONOMIC STABILIZATION WORK 


Mr. Cannon. You tell us that you were associated with the admin- 
istration in World War II? 

Mr. Jounston. That is right, sir. 

Mr. Cannon. You had exceptional opportunities to observe at that 
time the operation of economic stabilization. At that time it was 
called the OPA, Office of Price Administration ? 

Mr. Jomnston. Yes, sir. 

Mr. Cannon. Today we call it the Economic Stabilization Agency. 
Tell us this: Are the objectives of the Economic Stabilization Agency 
and the Office of Price Administration the same? 

Mr. Jounsron. In the last war, we had the OPA, or the Office of 
Price Administration. Now it is the Office of Price Stabilization, the 
OPS, which Mr. DiSalle heads. 

Mr. Cannon. In other words, it is a part of your agency ? 

Mr. Jounsron,. It is a part of the Economic Stabilization Agency. 

Mr. Cannon. So that your objective is practically identical with 
that of the OPA? 

Mr. Jounsron. That is right; or with the Office of Wage Stabili- 
zation. 

Mr. Cannon. Having had an opportunity, both you and Mr. DiSalle, 
to observe the operation and the eflect of price stabilization as it was 
administered under the OPA, are there any lessons to be learned that 
you put into effect in following a similar program at this time under 
economic stabilization and under price stabilization ? 

Mr. Jounston. Yes, sir. I think there are some booby traps we 
want to avoid, and I think there are some beaten paths that we can 
also go in for awhile. I think they are both. 

Mr. Cannon. Suppose you give us first those lessons which you 
have learned of the things which might be avoided, briefly, because 
we will come to Mr. DiSalle later. Just give those briefly, because 
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you are speaking, as I understand it, of the broad, general overhead 
policy. Mr. DiSalle will give us the details. 

Mr. Jounston. I think we must understand that there must be co- 
ordination, for instance, between wages and prices because both are 
part of the same. That is the reason this Office has been created as the 
head of both agencies, because wages and prices really must. be corre- 
Jated. I think we must understand that there must be a coordination 
between other Government agencies as well as the Office of Price 
Stabilization. 

For instance, the purchase of too large a quantity of shoes in one 
given month by the military, more than their requirements and needs, 
has a profound effect upon the price of hides and upon the shoe manu- 
facturers’ capacity. 

Mr. Cannon. As I recall it, the classic instance of that was the 
purchase of bridles and halters. 

Mr. Jounsron. I remember that. 

Mr. CANNon. Two or three times in excess of the number of horses 

the Military Establishment. 

Mr. Jounsron. They probably thought they had worn out and 
needed some others. 

There is a question of purchases abroad. For instance, in the stock- 
piling of tin we have upset the prices, and they are very high. We have 
to be careful how we stockpile things and purchase abroad. Those are 
some of the lessons we have learned from the last operation. 

Also, there must be a close type of coordination between the various 
Government agencies that affect the economic stability of our country. 
Those are some of the things we have learned, which we did not do, 
perhaps, in the last World War as effectively as should have been done. 

Specifically, on the question of the Office of Price Stabilization, L 
think we have learned a lot about meat and how to control it and what 
todo. However, I do not think we have any perfect method of control, 
but I do think we have learned a great deal from the struggle of the 
last war. I think there are many other things Mr. DiSalle can tell 
you about, where I think we have learned a lot. 

Mr. Cannon. And we expect to take advantage of those lessons? 

Mr. Jounsron. I hope we will. I hope we will not be foolish enough 
not to. 

Mr. Cannon. In plotting the course for the future ? 

Mr. Jounsron. Yes, sir. 


INCOME AND PRICES 


Mr. Cannon. You say that inflationary pressures were due to in- 
creased consumer and business demands resulting from the expan- 
sion of income and widespread anticipatory purchases. Percentage- 
wise, did wages increase more than prices during 1950 4 

Mr. Jounsron. During 1950? No; they did not increase as much 
as prices. 

Mr. Cannon. Well, I take it here from what you say—*Increased 
consumer demand resulted from the expansion of income”—that the 
expansion of income must have come through wages. 

Mr. Jounsron. It might have been through salaries. [t might have 
been through corporate profits. 
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Mr. Cannon. It came through pay or compensation. That would 
mean, according to your statement here, that wages did increase more 
than prices. 

Mr. Jounston. No, sir; wages did not increase more than prices 
during 1950. I believe I am correct in that. The average wage 
increased less than prices, although there were about 2 million workers 
whose wages increased much more rapidly than prices; but that is 
not true, I think, of the great bulk of the workers. 

Mr. Cannon. You may proceed. 

Mr. Jounston. I think I have concluded, unless you want to ask me 
questions. 

Mr. Tuomas. That was a very fine statement, Mr. Johnston, and 
very much to the point. I certainly think you have expressed my 
ideas better than I could myself. It is going to take all these con- 
trols plus credit controls and plus everything you can get your hands 
on to allay inflation. The only big trouble is that we should have 
started about 6 or 7monthsago. That is one thing. 

I have two little matters that affect me and my district as a matter 
of policy. Maybe you and Mr. DiSalle could jointly give us some 
brief discussion on these. These problems not only affect my own 
backyard but they affect the country generally. 


MEAT PACKERS 


My first question is as to the meat packers and food markets. In 
my own backyard, which composes about 810,000 people, we have 
several locally owned food stores. They are terribly up in the air 
about what profits are going to be allowed them. It is sort of like 
the independent slaughterers throughout the country. I know in my 
own section—and I say that is typical of every section—you have the 
little locally owned slaughterers and you have the big, national 
slaughterers who are doing business in that area through their whole- 
sale outlets. The same is true in the grocery business, where these 
locally owned chains compete with nationally owned chains. Of 
course, so far as volume of business is concerned, the national chains 
ure many dozens of times larger than the locally owned ones. 

Do you make a distinction in figuring out your formula, your base 
period from May 24 to June 24, in these two types of chains, and also 
for the packer operation ? 

Mr. DiSauue. In the case of retailers we make a distinction accord- 
ing to the volume of business done. We have two retail regulations ; 
one dealing with supermarkets and chain stores, and the other dealing 
with the independent grocer as such. 

In the case of the packers, we have made no distinction as yet be- 
cause we do not have a tailor-made regulation for the meat industry. 
However, in preparing that regulation we are consulting with all 
facets of the packing industry, large and small, and also the livestock 
growers from the various parts of the country. 

Mr. Tuomas. I would not have to point out to you that the locall 
owned slaughterer would be about one-thousandth the size of Swift 
or Armour or some other packer, and that would be true of the locally 
owned chain system of grocery stores, a chain of maybe 15 or 20 
retail stores, compared to the 2 or 3 nationally owned food stores. 
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It would be like comparing a child to its father. 

Just. what do your regulations do in regard to the small meat pack- 
ers as compared to the large ones, and the locally owned chain food 
stores. as compared with A & P and others / 

Mr. DiSauxx. We have no regulations there as yet on packers; no 
specific regulations. 

As far as the stores are concerned, the proposed regulations will 
make a distinction in the margins that may be applied according to 
the size of the retailer. 

Mr. Cannon. Now, getting back to the overhead policies, and to the 
statements which Mr. Johnston makes in his opening discussion, he 
says that inflationary measures are due to the expansion of income. 
Now, expansion of income to the people in general comes through in- 
creased compensation for their services. I am speaking of the popu- 
lation as a whole. That must mean increases in wages, then. Of 
course, eXpansion is in inverse proportion to the supply of goods 
available. 

I believe it has been testified here frequently this week before this 
committee that domestic production in the years since the war has 
increased phenomenally ; that we have had the greatest domestic pro- 
duction of consumer goods since 1945 that we have ever had in the 
history of the country, so the volume of goods would be a counteract- 
ing force against inflation. 

On the other hand, an increase in wages would be pro-inflationary. 
If the statement is correct—and I have no doubt it is—that would 
mean that, notwithstanding this great increase in the production of 
consumer goods, the expansion in wages has been more precipitous 
than the expansion in goods. Is that correct ? 

Mr, Jonnsron. I do not think that is true, Mr. Chairman. I think 
what has happened is that people have also gone to their savings and 
have borrowed for speculative purposes. Bank loans have increased 
$8,500,000,000 during this period. There has been a good deal of 
cashing of Government securities and borrowing on life insurance to 
buy commodities rather than have cash. It has been, in my opinion, 
an inflation due to fear and speculative buying. 

Mr. Cannon. You do not mean hoarding? 

Mr. Jounston. Some hoarding; yes. I think there has been a 
good deal of hoarding, or larger inventories than were normally 

carried. I think there has been some flight of the dollar to other 
countries. All of this has meant that people who have tremendous 
reserves of cash to the extent of about $170,000,000,000 have been 
using that to buy commodities or to speculate with in one way or 
another. I think that is more responsible for the price increase than 
anything else. Some of it is hoarding. 
Ir. Cannon. You think that it is responsible for the inflation? 

Mr. Jounston. I think it is up to this time. We have not had an 
unbalanced budget. We have had actually a cash position in the 
Treasury, so that inflation has not resulted from more Government 
expenditures than Government intake; it has resulted almost exclu- 
sively up to this time from fear because people knew that during 
World War II there were shortages, or that there were allocations, 
or rationing, so they wanted to get theirs, 
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Then it has been due to speculation to a great extent. It has been 
due to many other factors, both by our country and other countries. 

Take the price of wool, for example. Wool has sold at an all-time 
high. I think it sold in Boston yesterday at $3.78 a pound cleaned. | 
think that is the all-time high. 

Mr. Cannon. The highest I ever sold wool for was 30 cents a 
pound. 

Mr. Jounston. You are just a long way off from the present market. 

Take, for example, cotton in the world market: I think it is between 
70 and 80 cents a pound. 

‘Take rubber and other things; tin. It has increased from around 
90 cents to $1.80 since Korea. It has been a very large increase. 

These have been due not only to our own purchases but to Russian 
purchases and purchases by other countries who are stockpiling. 

Mr. Cannon. Will you give us the wage scale for 1940, 1945, and 
1950? 

Will you give us the dividend index in representative industries 
for 1940, 1945, and 1950? 

Will you give us the freight rates in 1940, 1945, and 1950? 

Will you give us the price indices for consumer goods in 1940, 1945. 
and 1950 ¢ 

Mr. Jounsron. I do not have those but I will get them for you. 

Mr. Cannon. You may supply those. 

Mr. Jounsron. Yes. 

(The information follows :) 


Data on earnings, dividends, freight rates, and consumer prices, 1940, 1945, and 1950 


1940 | 1945 1950 
Average hourly earnings of production workers in manufac- 
turing industries: 
All workers 3 ; x $0. 661 $1. 023 1 $1. 463 
Durable goods industries : . 724 1.111 11, 533 
Nondurable goods industries * . 602 . 904 11.376 
Dividends (in millions of dollars 
Total dividends received by individuals, all industries__--- $4, 049 $4, 699 1 $9, 400 
Agriculture, forestry and fisheries a 19 | 14 (2) 
Mining 238 | 138 (?) 
Contract construction | 22 18 (2) 
Manufacturing - -- 1,928 | 2,419 (?) 
Trade 442 | tay ( 
Finance, insurance and real estate 251 | 432 ( 
Transportation | 259 | 292 (2) 
Communication and public utilities 685 623 (2) 
Services | 66 8Y (2) 
From outside the United States | 149 75 (2) 
Freight rates: | | 
Revenue per ton-mile received by class I railroads $0. 945 $0. 959 $1. 329 
Consumers Price Index (1935-39= 100 | 
Total ; 100. 2 128. 4 171.2 
Food : | 96.6 139. 1 204. 1 
Apparel | 101.7 145.9 | 188. 0 
Fuel, electricity, and refrigeration | 99.7 110.3 | 141.1 
Housefurnishings - - } 100.5 145.8 190.8 
Rent ‘ 2 . 104.6 108. 3 124.1 
Miscellaneous 4 en mite 101.1 124.1 157.1 
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Data on earnings, dividends, freight rates, and consumer prices, 1940, 1945, and 
1950—Continued 


[Indexes (1940—100) } 





1940 


Hourly earnings: 
ies occa déscatdesbsecsaave 
NEES SETTLE OE EI OE 
Pees BOOUS,..........-..-...-.-.-- 
Dividends: 


Mining : 

Contract construction 

Manufacturing 

Trade : 

Finance, insurance, and real estate 

Transportation - ; ‘ a 

Communication and public utilities 

Service ; OO. | 

From outside the United States 100. 
Freight rates 100. 0 
Consumers Price Index: 

Total ; 100 
Food : t , 160 
Apparel 100 
Fuel, electricity, and refrigeration . 100.0 
Fousefurnishings iis 100. 0 
Rent . Sb YE 100. 6 
Miscellaneous 100. 0 





1 Estimate based on preliminary data. 
2 Not available. 


‘ 
Sources: Hourly Earnings, Department of Labor; Dividends, Department of Commerce; Freight Rates’ 
Interstate Commerce Commission; and Consumers Prices, Department of Labor. 


Mr. Cannon. Just at this time, by way of commentary, would these 
statistics on income and statistics on prices compare 4 

Mr. Jounston. I would not know on income. 1 do know on wages. 

Mr. Cannon. Of course, by income I include wages. Wages are 
income, 

Mr. Jounsron. That is true. 

Mr. Cannon. And dividends are a form of income / 

Mr. Jounsron. Yes. 1 will get you that information. The only 
one I happen to know at the moment is the purely nonagricultural 
workers’ wages. 

Mr. Cannon. I note that you say: 

The main job before us now is to hold the line generally on prices and wages 
and to develop as quickly as possible tailored regulations for the various seg- 
ments of the economy which are equitable and which will provide stability for 
a long period of time. 

How long a period of time? Do you mean a few weeks, a few years, 
or half a century? 

Mr, Jounsron. I mean for a few years. 

Mr. Cannon. Offhand, how many years would you say ? 

Mr. Jounsron. I think if you are referring to wage and price con- 
trol, 2 or 3 years, because I think after that we can conceive a measure 
of stability through the customary law of supply and demand. 

Mr. Cannon. We had opportunity in the Second World War to 
observe the effect of price freezes, and we have had a limited oppor- 
tunity under your administration to also judge the effect of price 
freezes, 

You say: 

Therefore, on January 26, a general freeze of all prices and wages was 
instituted, 
80820—51—pt. 130 
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Mr. Jounston. Yes. 

Mr. Cannon. What is the reaction up to this time of that imposi- 
tion of price controls? 

Mr. Jounston. You mean the reaction on the part of the public? 

Mr. Cannon, In all respects—from the public, and the effect upon 
stabilization, and what has been the effect upon the business of the 
country ? 

Mr. Jounston. The effect upon the public: I think the public has 
welcomed wage and price controls. Obviously, some of the public 
would like to have rollbacks to last June or some other period. I 
think in general the public has welcomed and accepted it but I think 
it is a necessary evil we must endure because it is good for us in the 
long run. 

I think on prices there have been some rises since we froze prices, 
but they would have been much higher had we not. We have decel- 
erated the rise. There were items in the pipeline that were higher 
priced and had to reflect themselves eventually in the retail prices. 
In general we have done, I think, fairly well—quite well. 

As you know, the wholesale commodity index has remained rela- 
tively stationary for the last 3 weeks, which is the first time in many, 
many months that has been true. 

I think the rise in retail prices has been materially decelerated be- 
cause we were going at a very fast rate when we froze on January 26. 
Prices were jumping up “leapfrog” over each other. Now they have 
slowed down almost to a walk. 

Regarding wage increases: Wage increases were going into effect in 
large numbers at very high rates. The last one to go into effect before 
the freeze was John L. Lewis’ coal rise which, as you know, was 
large. We have decelerated that, although the 10 percent formula 
which the Wage Board enunciated allows those people who have not 
received wages to come up to it. Even with that, I think there will be 
a far less inflationary wage rise than there would have been had we 
not instituted wage and price controls. I think in general we should— 
and I say this with all modesty to Mr. DiSalle—be pleased with what 
he has done in an attempt to control prices. 

Mr. Cannon. The effect has been, you think, Mr. Johnston, favor- 
able enough to warrant its continuation ? 

Mr. Jounston. I think so; by all means. I do not think you could 
do anything else. I think you would be in an awful mess if you 
did not do that. 

Mr. Cannon. Has there been any reaction that would seem to sug- 
gest modification in any respect ? 

Mr. Jonnston. No. 

Mr. Cannon. I have seen in the papers recently headlines which 
would indicate there was some modification in some respects. It has 
not been relaxed in any particular? It is being applied uniformly 
throughout the country on both prices and wages? 

Mr. Jounston. It is being applied uniformly on prices and wages. 
Of course, there have been modifications of the price formulas be- 
cause there had to be in equity cases. 

Mr. Cannon. Why do you say that it had to be? 

Mr. Jonnston. There were some people whose prices were frozen 
at a level where they could not possibly produce. They had to in- 
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crease their price. There were new prices coming up through the 
pipeline to them. 

t me give you an illustration of wool blankets. Wool blankets 
were purchased last summer when the price of wool was much lower 
to sell this winter at, we will say, $14.95. They probably cost $10. 
Today those same blankets, because of the increased price of wool, 
cost $16. Obviously, there has to be a price increase. You cannot 
expect a merchant to sell blankets for $2 less than he paid for them. 
Those kinds of things go on. They have gone on in less number and 
at a decelerated rate. I think that we can get most of them under 
control, and by international agreements on wool and by other meth- 
ods I believe that we can bring them to a complete halt. 

Mr. Cannon. I take it for granted you are not giving the impres- 
sion that you are favoring certain portions of the country, certain 
segments of the population, certain industries, by releasing the freeze 
on their products and their prices and maintaining it on others 4 

For example, take the matter of wool blankets, or any manufactured 
commodity. At the time you impose a freeze on the price of that 
product, do you not also impose a freeze on the price of its constituent 
elements ¢ 

Mr. Jounsron. Those that we can get control of. 

Mr. Cannon. The raw materials that enter into its fabrication. 

Mr. Jounsron. Those that we can get control of, but with an item 
like wool, which is imported 70 percent, we cannot get control of the 
price in the foreign country. Then there are rubber and coffee. Yet, 
we do get control of the component parts and there have been very 
few of them that we do not. 

Considering the speed with which the inflation was going on, I 
think it has been held in control very well and slowed down. 

Mr. Cannon. It has practically reached a level now where you think 
it is stationary. You think there will be no necessity for further 
modification ¢ 

Mr. Jounston. I think there will still be some upward movements. 

Mr. Cannon. Due to what? 

Mr. Jonnsron. Again to the costs which are in the pipeline. We 
will take food prices. There are still some food prices that have to 
go up to parity by law before we can freeze them. The food prices 
that go up are bound to reflect themselves through the processing and 
the retail store and there will be higher prices, and by law we must 
acknowledge that. 

Mr. Cannon. What do you mean by parity? 

Mr. Jounston. The cost-of-living formula for the farmer, the price 
he receives for his product on an index. 

Mr. Cannon. Why do you call it parity? 

Mr. Jounston. Because I think that is the term customarily used 
for it. 

Mr. Cannon. What do you mean by a parity price? 

Mr. Jounston. It is specified in the act, the Defense Production Act 
of 1950. 

Mr. Cannon. But you have not told me yet what it means. You 
say it is in the act, and you say it is in the law. What is parity? 

{r. Jounston. Parity is an index to adjust the farmer’s prices in 
proportion to what he has to pay for the things which he buys. 
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Mr. Cannon. In other words, it equalizes his income with the in- 
come of the rest of the country ? 

Mr. Jomnsron. Right. 

Mr. Cannon. You might say that a parity price is a fair price. 

Mr. Jounsron. I think a parity price is a fair price. 


Imrosirion or REGULATIONS AND Prick ConTROLS 


Mr. Cannon. Let me ask you, then, the United States is a large 
country and its economy is quite complex. Is it possible for you to 
impose regulations and price controls on the country as a whole without 
dislocating the economy of some particular geographical part of the 
country, or some particular industry ? 

Mr. Jounsvon. I think there are many dislocations that develop as 
a result of wage and price controls, and those dislocations must be 
equitably adjusted. That is what is Mr. DiSalle and Mr. Ching are 
attempting to do. 

Mr. Cannon. Do you not think that has yet been completely at- 
tained? 

Mr. Jounston. I do not think it will be completely attained because 
as you adjust one thing you will have to adjust something else. I 
think that you can arrive at a fair equilibrium within a relatively 
short time. 

Mr. Cannon. How long will it be before we can expect stabilization, 
complete stabilization, and permanent stabilization during this emer- 
gency period ? 

Mr. Jounsron. I do not think you will ever get complete or perma- 
nent stabilization, but I think you will get a relatively stable condi- 
tion by the middle of this summer or maybe slightly before that. 

Mr. Cannon. In going back to OPA, from which we learned many 
lessons, and which I trust we learned well enough to help us to avoid 
a great many pitfalls this time, there were criticisms that control was 
predicated on too broad a base, and there has been some suggestion 
that a more limited and fundamental base would be perhaps more 
effective. What has been your experience in that respect ? 

Mr. Jounsron, I cannot answer that intelligently. Tam inclined to 
believe that a broader base is essential, but it is a problem that IT think 
requires-const: ant study and constant review. 

Mr. Cannon. Wherein does your present plan differ from the regu- 
lations that were in effect at the close of the war in 1945? 

Mr. Jounsron. Mr. DiSalle can answer that much more intelligently 
than I can. 

Mr. Cannon. Just in a broad way, Mr. DiSalle. 

Mr. DrSauue. We are taking advantage of the later techniques 
that were developed over a per iod of 4 or 5 years, which were found 
to be more enforceable and practicable. 

For example, in the retail level, the OPA tried three or four regu- 
lations before they came up with 580, which was found to be an 
nforceable method of using margin controls at the ret tail level. 

We. have issued in the past couple of weeks what is known as 
regulation 7. It was 580 in OPA, which was one of the last regula- 
tions issued, 

Mr. Cannon. Going back, Mr. Johnston, to the basi¢ law, the De- 
fense Production Act of 1950, section 402. paragraph (a), there is a 
provision there for action on a voluntary basis. 
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Have you had any experience in effecting regulations on a volun- 
tary basis, through general agreement, and if so, with what effect 4 

Mr. Jounsron. That was tried by my predecessor with rather dis- 
astrous results. 

Mr. Cannon. What were the defects / 

Mr. Jounsron. A few lived up to the voluntary basis, but many 
did not. This resulted in great distortions in the price economy almost 
immediately. The voluntary method under circumstances of this 
kind unfortunately will not work effectively. 

Mr. Cannon. Well, you consider, then, any method of control 
through voluntary consent is impracticable 

Mr. Jounsron. I certainly think so. It is like trying to fill a rat 
hole up with sand. 

Mr. Cannon. What is your program now for coordinating price 
and wage problems? You have a dual responsibility here to the 
wage earners and the consumers. You have to coordinate a plan of 
control, and in the absence of an operating wage-stabilization board, 
how do you propose to handle this problem ¢ 

Mr. Jounsron. Well, you have to bring prices and wages into a 
fairly equitable balance. That is what we are attempting to do by 
these formulas we arrive at, and then hold them there. 1 think that 
is possible. We must have a reconstituted wage-stabilization board, 
and that is because it is difficult to secure compliance from large seg- 
ments of labor unless labor feels they are represented and have a 
hearing and have a voice in their own decisions. That is the demo- 
cratic method, and in my opinion it is the only method that will 
work, so we have to get a tripartite wage-stabilization board back to 
functioning. That is what we have been attempting to do for the last 
4 weeks unsuccessfully. Under the law we must get agreement from 
labor and management as to the type and kind of disputes board 
which will be set up, and that is what we have been arguing about 
for weeks. We have not yet resolved that issue. Certainly, we 
must resolve that issue, and like many things in life, you usually 
do resolve those things when you think it is impossible to do it. It 
is like what happens in many labor contracts, or many conflicts 
between labor and management on the operating level—they usually 
are resolved. We will have to resolve this. I cannot tell you how 
we will do it. I have been struggling with it for weeks, day and 
night, 7 days a week, trying to arrive at an equitable and a fair formula 
that either management, labor, or both, will accept. We are still 
struggling with it. 

We are near together now, much nearer than we were 4 weeks ago, 
and both sides have given in on their points of view, but we are 
still apart. All we can do is to continue to work with it. In the 
interim, wages will be operated under the formula only; under no 
other method. That is all we can do. 

Mr. Cannon. When did you assume office as Administrator / 

Mr. Jounsron. The 24th of January, 1951. 

Mr. Cannon. You have been in about 2 months. Within that 2 
months—and you have accomplished a great deal in the 2 months— 
you began to understand the needs of your position, and do you 
think that you have enough law at this time, or do you think there 
should be some additional law / 
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Mr. Jounston. No, sir, I do think we do not have enough law. I 
think that we will have to come back to you and recommend some 
changes because the law, as you know, expires on June 30. I think 
that was a good thing because it was a new law. It was an experi- 
mental law passed at a time just after Korea. I think it was necessary 
for us to operate by experience and to see what was essential. 

Mr. Cannon. That would seem reasonable. 

Mr. Jounston. I think we will have to ask for some changes. 

Mr. Cannon. In what respect do you consider the law deficient at 
this time? 

Mr. Jounstron. There are many things, and we are in the process 
now of working up what we think the changes should be. I cannot 
give them all to you at the moment because they are complicated and 
numerous. 

Mr. Cannon. Ina general way merely classify them. What do you 
lack most ? 

Mr. Jonnston. Well, I think we lack many things. I think that 
we lack probably any control of agricultural prices. I think we lack 
control of any credit, or credit terms. I think that we probably must 
have a clear understanding of the relationship between wages, profits, 
and prices. 

I do not like to go into the technical details because I do not think 
I can give them to you, but I do feel within a reasonably short. time 
we can come up with what we think would be changes that would 
be helpful. 

Mr. Cannon. I was under the impression you did have legislative 
authority for the control of credits and that you had perhaps imposed 
certain conditions, for instance, on installment buying. 

Mr. Jonnston. No; we do not have any control of that. The Fed- 
eral Reserve Bank has done something about it. I do not say that 
we should have control of it. I just say some controls are essential, 
and I understand the Federal Reserve and the Treasury are working 
on that now. 

I am certainly sure I will be kept informed of their decisions. 

Under the law, the only authority I have is one of consultation and 
advice with these different agencies, but there are many facets of 
stabilization—many, many facets, all of which must be coordinated if 
we are going to have results. 

There is the question of imports and the prices that we pay abroad. 
There are the questions of actions of other agencies within the Gov- 
ernment that have a pronounced effect. All these things we must 
try to get control of either through persuasion or some other method. 
In many. instances I think persuasion will work, if we simply know 
the problems and begin to bring them to light. 

The question of procurement for the Government is a very impor- 
tant one. For example, does the Government procure its supplies 
over a long period or a short period of time? We are beginning to 
get into many of these things successfully. 

Mr. Cannon. You mentioned agricultural prices. Wherein do you 
lack adequate control over agricultural prices ? 

Mr. Jounsron. Well, that again is a problem, Mr. Chairman, I 
am not prepared to go into now because we are studying it. I hope 
within another 2 or 3 weeks we will have some definite answers for 
you, but at the moment we do not. 

Mr. Cannon. What seems to be the greatest deficiency ? 
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Mr. Jownsron. Again, I do not think that I can answer you. As 
you know, we are on the sliding formula. Parity goes up as wages 
go up. Wages go up as parity goes up, because in the old food 
index, the old cost of living index, the Bureau of Labor Statistics 
index, practically 40 percent of the cost of living is in food. I think 
under the new index it is 34. It is a little lower. There is some 
argument between the old and the new index and who is going to use 
it. We have this leap-frog action of one going up over the other. 
Sometimes we are going to have to bring these things into balance 
and hold them there in an equitable manner. I cannot give you the 
answer to it as yet. 


ESCALATOR CLAUSES 


Mr. Cannon. In your opening statement, Mr. Johnston, you men- 
tioned the problem of escalator clauses in negotiating contracts. 
Just how do those clauses work and what controls should you have 
over them, or what control do you exercise over them ¢ 

Mr. Jounston. The escalator clause, of course, is a cost-of-living 
clause. As the cost of living goes up, the wage rate rises and most 
escalator clauses are figured every 3 months, quarterly, from the pre- 
ceding BLS index, on the cost of living. 

Recently the automobile workers got 5 cents an hour for the last 
quarter of the year on their escalator clause, because the cost of living 
had gone up so many points. Many of these contracts are long con- 
tracts; some of them 5 years; and there are other clauses in the con- 
tracts, Mr. Chairman, such as improvement factors. Every so often 
they get 4 cents an hour because they are supposed to have improved 
their production. There are some contracts that are tied to the price 
of the commodity, such as in sugar. Fluctuations in sugar cause fluc- 
tuations in wages under the contract. All of these must be examined 
and sometime we are going to have to begin to get control of them, 
but I cannot tell you when; I cannot give you the answer. 

Mr. Cannon. You also mentioned the problem of the improvement 
factor, in some contracts. How does the improvement-factor clause 
operate ? 

Mr. Jounston. For instance, in the General Motors contract, it 
operates once every year. They get 4 cents an hour increase for their 
increase in efficiency. 

Mr. Cannon. Is that an advantageous provision ? 

Mr. Jounston. It is an advantageous provision if there is an in- 
crease in efficiency. 

Mr. Cannon. If there is no increase in efficiency, then it does not 
operate ? 

Mr. Jonnsron. Oh, yes; it does. 

Mr. Cannon. You mean that they get an increase whether they are 
more efficient or not ? ° 

Mr. Jounston. It is a presumed efficiency increase. There is addi- 
tional pay for increased efficiency. I think there is nothing wrong 
with that if there is an actual increase in efficiency, if the management 
does not ask for a price increase because of the wage increase. 

Mr. Cannon. The same would apply to the escalator clause; that 
is, they would not expect to get an increase if food prices did not in- 
crease. But if food prices did increase, they would expect an increase 
in wages; and that would be equitable. I should think the same situa- 
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tion would apply to the improvement factor. If there is an increase 
in efficiency, they would get additional wages. And if they were more 
efficient, they would be entitled to them. If they were not more ef- 
ficient, of course, the wages would remain stationary; is not that the 
way it works? 

Mr. Jounsron. In most of these contracts that is not the way it 
works. They get an automatic increase, presumably. 

Mr. Cannon. It is not really then an efficiency increase, if it is 
automatic. 

Mr. Jounsron. It isa presumed efficiency increase. And the manu- 
facturer might be able to ask for a price increase which, of course, 
would be inflationary. 


WAGE RATES FOR NEW INDUSTRIES 


Mr. Cannon. You also mentioned the problem of wage rates for 
new industries. Give us some comment on that. 

Mr. Jounsron. Well, there might be a new industry in a com- 
munity that had never had that industry before and you may have to 
establish a fair and equitable wage rate for that industry in that new 
community. For instance, take an atomic energy plant. 

Mr. Cannon. You do not mean necessarily a new industry as in- 
dustries go, but a new industry in the particular geographical location 
where it is being introduced ; is that it ¢ 

Mr. Jounston. It may be both or either; it may be either. It may 
be a new industry. 

Mr. Cannon. There are so few new industries, really new industries. 

Mr. Jounsron. Well, take atomic energy. A new plant goes in, 
say, in South Carolina. It may be an entirely new process, new 
methods, in a new field, in a new era. What are you going to do with 
wages in that instance? Wages must be fixed at some point and there 
have been no wages of that kind before. Somebody has to set them. 
That is what I mean by a new industry. There is an instance of some- 
thing that may be a new process. It may not even have been done at 
Hanford or Oak Ridge. It may be something completely new; a 
completely new industry in a completely new area. 

Mr. Cannon. That is a situation that is seldom found, is not 
that so? 

Mr. Jounstron. Not very often, no. 

Mr. Cannon. You also referred to hardship-case industries. 
What class of industries would those be ? 

Mr. Jounsron. Those are industries in which maybe for reasons 
of profit or otherwise there might be an industry which is in a way 
underpaid, or in which there is a hardship in that particular instance. 
Perhaps, for example, they cannot hold labor in that industry, because 
the wages are much lower than in corresponding industries in that 
area. There are cases of that kind. 

Mr. Caxnon. You told us in your opening statement, Mr. John- 
ston, that the General Wage Regulation No. 6 was one of the first 
steps in eliminating inequalities that existed at the time of the gen- 
eral freeze. Just how does General Wage Regulation No. 6 operate? 

Mr. Jounsron. It allows a 10-percent wage increase over the fig- 
ures of January 15, 1950. They can get wage increases up to 10 
percent. If they have already received previous wage increases in 
that 13-month period, they can get no wage increase. Then there 
are some other provisions in the Wage Order No. 6 which deal with 
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reexamination of the problem when the April 15 index is out. It 
deals with so-called fringe issues, and so forth. 

Mr. Cannon. It ‘has operated very satisfactorily up to this time? 

Mr. Jounsron. It has just been put into operation and there are 
going to be many, many cases under it which a wage stabilization 
board will have to adjudicate. But there is no wage stabilization 
board, so we cannot adjudicate those cases until there is a wage stabili- 
zation board. 

Mr. Cannon. And when will that probably be ? 

Mr. Jounsron. I do not know. I thought before this, but we 
still have not been able to arrive at a conclusion between management 
and Jabor, 

CRITICAL PERIOD IN CONTROL 


Mr. Cannon. In conclusion, Mr. Johnston, when in your opinion 
will the critical period in control be reached? That is, when will 
we get the full impact of military spending, if such spending is to 
be projected at the current rate of increase / 

Mr. Jounsron. I think we have two critical periods, Mr, Chair- 
man. I think right now is a critical period, as to whether or not 
the American people will accept wage and price controls for them- 
selves as well as for the other fellow. I think that is a critical period. 
When the American people have made up their mind, because they 
know that the medicine is good for them, as I think they will, we will 
be over that critical period. 

The second critical period as far as the great stresses and strains 
that are placed upon the economy are concerned, in my opinion, will 
probably be about a year from now, or maybe 15 or 16 months from 
now when I think the military expenditures will be—— 

Mr, Cannon. Some time in 1952? 

Mr. Jounsron. I think so. 

Mr. Cannon. We will not have passed the critical stage at the end 
of this calendar year? 

Mr. Jonnsron. No, sir; inflationary pressures will increase tremen- 
dously beginning in the next fiscal year, in July, because Government 
expenditures will be much larger. 

Mr, Cannon. Are you basing that conclusion on the experience of 
the OPA? 

Mr. Jounstron. No; Iam basing that upon my knowledge of what 
Mr. Wilson’s program is on expenditures and my knowledge of how 
those expenditures will increase and the increased amount of purchas- 
ing power in the hands of the people a year from now, and so forth. 

Mr. Cannon. Mr. Thomas—— 

Mr. Tuomas. Mr. Johnston, let me repeat that your statement and 
your colloquy between you and the chairman, have been very illu- 
minating. I think between you, jointly, you have covered the field 
very thoroughly. Therefore I have no questions. But I should like 
to say to your own good self and to your colleague, Mr. DiSalle, that 
I personally do not want the job of either one of you. 

Mr. Jounsron. I will sell it to you cheap! 

Mr. Tuomas. I know, you will sell it to me away below the market 
value, with pleasure. But I do hope that you give your very best 
thought and attention to the question, when you get to it, of retail 
business and the slaughtering business. I know that I have that prob- 


lem and that that problem is common to every Member of Congress ; 
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they all have it. But you cannot expect these locally owned slaughter- 
houses, nor can you expect the locally owned food chains, that have 
12 or 15 or 20 stores that they own outright, to do business on the 
same level as is done by the A. & P. and 15 or 20 of the other big 
national chains. 

Mr. Jounston. It is not our intention to do that. 

Mr. Tuomas. I know you will not and when you get through work- 
ing on those two regulations, as I understood you to say you were, 
dealing with the food industry and with the slaughterhouse industry, 
I hope that you will do year dead level best, and when you have done 
that, that is all that anybody may expect; that is all the committee 
will expect and that is all the country generally will expect. There 
is bound to be a little differential between the little fellow, the medium 
follow, and then the giants. 

Mr. Jounston. That is right. 

Mr. Tuomas. And when you have given due weight to that differ- 
ential, that is all the people can expect. 

Mr. Jounston. That is right. 

Mr. Tuomas. Thank you so much. 

Mr. Kirwan. With Mr. Thomas, I want to congratulate you, Mr. 
Johnston; and I mean that with sincerity. 

Mr. Jonnston. Thank you very much, sir. 

Mr. Kirwan. I think you are the one man who is trained and quali- 
fied for this job. You area businessman. You were president of the 
American Chamber of Commerce. I think you are one of the very 
few men who has been to Russia twice and who saw Russia in wartime, 
who saw the strides that Russia made after the war, how Russia went 
forward. I do not know that we have anybody else who did that and 
saw that. 

T am familiar with what you know about America and its ways, and 
I think we can expect from you what we have seen here today. 

Mr. Jounston. Thank you very much. 

Mr. Kirwan. So, like Mr. Thomas, I want to congratulate you. 

Mr. Jounsron. Thank you very much. 

Mr. Kirwan. But there is one thing that I am interested in, and 
that is this. You said that you would be eager, like everybody else, 
to get back to what we call the American way of life, to get out from 
under controls. Do you think we should ever get out again from 
under them ? 

Mr. Jonnston. I certainly do. 

Mr. Kirwan. I do not. 

Mr. Jonnston. Well, I hope you are wrong. 

Mr. Kirwan. I would like to be wrong about that, but this time it 
is too close to the last time; it is less than 5 years since we got out from 
under those controls the last time. The last time we built up the 
greatest Army the world ever saw, or rather, the greatest defense forces 
the world ever saw. We had the greatest production that anyone 
ever saw and now, if we get back to the peak again they will say, “Boys 
we were only fooling.” That is what Russia will say. They will 
have put us to a lot of expense, and then we will get out from under 
those controls again. They do not have to put on controls over there. 
All that Stalin has to do is to send out the word, “This is what I want.” 

Mr. Jonnston. That is right. 

(Discussion off the record. ) 
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Mr. Kirwan. We are having these controls too often. First we had 
them around the time of the First World War. Then we had them 
during the Second World War, and as soon as we get up to the peak 
again, they are going to tell us, “We were only fooling all the time.” 
Then what happens? We cannot stand many more periods such as we 
are going through now. We have a debt of $300,000,000,000, and they 
rk- are in here every day asking for more, and our resources are being 
re, 4 depleted every day. 
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ry, 4 Mr. Jounston. Let me say this to you. After the Second World 
one a War you had a world, or at least a Europe, completely exhausted. 
tee i You have been to Europe since the war? 

ere 4 Mr. Kirwan. Twice. 

um * Mr. Jounston. I have been there two or three times every year, 


and I have seen Europe and seen the recovery in Western Europe, 
which has been quite remarkable. Here was Europe not only ex- 
er- hausted economically, but exhausted spiritually and mentally. I 
. think Europe is now being revived. I think General Eisenhower's 
trip over there, and what he is doing today, has given them a great 

moral lift. I think Western Europe can almost contain Russia. 
Mr. Then you have this process of deterioration which I think is in- 
evitable within the Soviet Union herself and her satellites. As we 
become stronger, and as the satellites recognize that, you may have 


li- 3 increased Titoism in other countries. In my opinion, you will. I 
the Ee think it is inevitable. And rather than Russia becoming stronger 
ary a relatively, it is very possible that Russia might become weaker 
ne, a relatively. ; 
ant We know that in every age in history there have been aggressors 
nd who have reared their ugly heads above the horizon and who have 
made great trouble for others. That is true not only of this genera- 
nd & tion. It was true of Germany for two world wars of the past. It 


was true of France in the Napoleonic era. It was true of Sweden 
at one time; and so forth, we can go on back. Genghis Khan and Kubla 
Khan at one time controlled a larger area than Russia controls today. 
But those forces do spend themselves, and if you can control them 


nd & over a protracted period, without war, sometime—not always—but 
se, 5 sometime you can control them and avoid war. I am not one of © 
ym these Pollyanna-ish fellows who wants to sit up here and tell you 
™m é that there is not going to be any conflict; or that everything is going 


to be all right with the world. I donot think that. All I am saying 
to you is that I think there is a reasonable chance, that given strength 





on our part and strength on the part of Europe, rehabilitation and 

a growing awareness on the part of the rest of thé world of the dangers 
‘it . of this new materialistic religion called communism, the threat of 
om Russia may diminish as time goes on, rather than increase. I think 
he that is possible. I do not think it is necessarily true, but I think it is 
ces very possible, and personally, having been through one war myself 
ne ‘ as a marine, I do not like to go through another one. I want to avoid 
ys : it, if possible. 
ill bP I know that the amount of effort and time and trouble and wealth 
ler 7 expended to avoid it is infinitesimal compared with the amount which 
re. ad would be wasted in wealth and in life if we got into a conflict. I think 
Te E there is a reasonable chance of avoiding it. It is the only chance we 


have, but I think it is reasonable. Now, I do not believe that as we 
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become stronger and as we get greater productive capacity—for in- 
stance, our steel production is going up 18,000,000 tons in the next 12 
months, I think 

Mr. Kirwan. It cannot. 

Mr. Jonnsron. I think it will; in the next 2 years I think it will be 
more than that. 

Mr. Kirwan. It will be 2 years; but you cannot build a steel plant 
in 1 year. 

Mr. Jonnston. Well, we will see. 

Mr. Kirwan. You cannot. 

Mr. Jonunston. I think by this time next year you will have about 
118,000,000 tons. 

Mr. Kirwan. You will not; you might have 4 or 5 or 6 or 7 million 
tons more, but you will not go up se 000 000 tons in a year. 

Mr. Jonnston. Well, we will see a year from now. I know what the 
program is. Anyway, we will increase this capacity of ours, and I 
think we will be in a better position. 

Mr. Kirwan. In connection with building up steel production, dur- 
ing the war, we did everything we could to build the Utah Steel plant. 
We gave them everything. They could not do it for 3 years. And 
that was only 3 years ago. We gave them everything; the steel—we 
sidetracked everything to them, and they could not do it. 

Mr. Jounsron. With the Fairless Steel works 

Mr. Kirwan. In Morristown, Pa. ? 

Mr. Jounston. In Morristown, Pa.—when do you think they will 
be in operation ¢ 

Mr. Kirwan. Two years. 

Mr. JomNnstron. You may be right. I thought it would be sooner 
than that. 

Mr. Kirwan. Returning to what we were talking about, I was 
home last Saturday and this is what surprised me—and I am speaking 
in all sincerity. I was in three different banks and all of the business 
was in the finance department. Everybody was mortgaging their 
little bit of furniture. We cannot continue that. The banks them- 
selves were not busy. They were not there depositing money. The 
deposit departments were like a morgue. You did not see lines there 
to deposit money. ‘There was hardly anybody going up to those 
lines. But there was line after line, standing there to mortg: wwe their 
household goods. 

That is why I say we cannot continue that way. Any businessman 
today will admit it. You are ina position to know. And that is why 
I congratulated you. I believe you do know. You take John Amer- 
ican, or take any boy that has come home from Korea, Ask him. 
What is the most amazing thing he sees in America? It is how little 
they care. Every soldier that comes back from there, whether he 
was wounded or whether he was just sent home wants to know, Is this 
all they have done? Is this all the effort they have made? = ‘That 
is what is going on today. Thet is what I am fearful of. 

Mr. Jounsron. I could not agree with you more. 

Mr. Kirwan. We cannot continue this way with a Nation having a 
$300 billion debt. Look out of the window here. This was a forest 
once. We had resources here a hundred years ago. Just think—it 
was only 1854, a hundred years ago, that Perry got into Japan. 
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Think of the strides that have been made in a hundred years, on a 
rock, 

This is the greatest country in the world.- Persia at one time could 
have fed 50 million in luxury, and she ruled the world. She cannot 
feed five million today and is in poverty. 

We are destroying ourselves 10 times faster than any nation could 
destroy us. Our topsoil has gone down from 13 inches to 7 inches. 
There is the wealth. Our ore, our lumber—everything is gone. All 
we have is a $300 billion debt. We cannot continue that way. It is 
not here to get; it is gone. 

They burned the oi] on the Alleghany River at one time. They had 
no Government control then and everyone thought that it was his God- 
given right to drill an oil well. Dr. Blake discovered the oil. They 
did not know what to do with the oil. They had no way of controlling 
it. As fast as the oil came in and the tanks became full, and they found 
they could not sell it—there was not much use for the oil then—in 
order to get the Alleghany River to flow, they had to set fire to the 
river. That is history. What would they give now for those billions 
of barrels of oil that they burned on that river? 

We are finding ourselves now over in the Far East today, Russia 
and America, trying to get control of those oil wells. 

I am speaking now as an old man, but I can remember when Rudyard 
Kipling got off the boat—I think it was in 1894—and when he got to 
Chicago they asked him what was the most impressive sight that he 
had seen in this country. He said, “Seeing you burn your forests, com- 
ing over Pennsylvania. And you will live to see the day when you will 
wish to God that you had never done it.” 

Go to the Poconos today. They cannot even raise a blade of grass 
there. Go all over those Pennsylvania mountains. We have lost all 
of it. The wealth is not there. We cannot continue to grab and grab, 
because it is now gone; the oil, and, as I said before, the lumber, the 
ore, the coal—all those things. That is why I say, do you not think 
that we ought to have Government control to save a little of what 
we have left? 

Mr. Jounsron. I think there is quite a difference between Govern- 
ment control and perhaps conservation of soil. 

Mr. Kirwan. As chairman of another subcommittee, I asked a land 
man how we could stop the filling in of Hoover Dam on the Colorado 
River, and he said by spending maybe 4 or 5 billion dollars. And then 
you will only make a dent in it. That is the conservation end of it. 
There are hundreds of millions of acres that flow in there, including 
all those tributaries, and just to make a dent in that would cost billions 
of dollars, to stop that dam from being filled up. That is America 
all over, not only in one part, but the whole country. 

IT am not trying to give a lecture here, but I remember when I first 
saw you in Spokane, when you came back from one of your European 
trips and went to your home town. They turned out to greet you— 
and I mean they turned out. They gave you a dinner and did every- 
thing for you. I think you are the one American that is qualified to 
head the job that you are heading. 

Mr. Jounston. That is very nice of you, sir; and I appreciate it. 

Mr. Kirwan. That is all. 

Mr. Cannon. Mr. Whitten—— 
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become stronger and as we get greater productive capacity—for in- 
stance, our steel production is going up 18,000,000 tons in the next 12 
months, I think 

Mr. Kirwan. It cannot. 

Mr. Jounsron. I think it will; in the next 2 years I think it will be 
more than that. 

Mr. Kirwan. It will be 2 years; but you cannot build a steel plant 
in 1 year 

Mr. Jonnston. Well, we will see. 

Mr. Kirwan. You cannot. 

Mr. Jounsron. I think by this time next year you will have about 
118,000,000 tons. 

Mr. Kirwan. You will not; you might have 4 or 5 or 6-or 7 million 
tons more, but you will not go up 18,000,000 tons in a year. 

Mr. Jounsron. Well, we will see a year from now. I know what the 
program is. Anyway, we will increase this capacity of ours, and I 
think we will be in a better position. 

Mr. Kirwan. In connection with building up steel production, dur- 
ing the war, we did everything we could to build the Utah Steel plant. 
We gave them everything. They could not do it for 3 years. And 
that was only 3 years ago. We gave them everything; the steel—we 
sidetracked everything to them, and they could not do it. 

Mr. Jounsron. With the Fairless Steel works 

Mr. Kirwan. In Morristown, Pa. ? 

Mr. Jounston. In Morristown, Pa.—when do you think they will 
be in operation ¢ 

Mr. Kirwan. Two years. 

Mr. Jounstron. You may be right. I thought it would be sooner 
than that. 

Mr. Kirwan. Returning to what we were talking about, I was 
home last Saturday and this is what surprised me—and I am speaking 
in all sincerity. I was in three different banks and all of the business 
was in the finance department. Everybody was mortgaging their 
little bit of furniture. We cannot continue that. The banks them- 
selves were not busy. They were not there depositing money. The 
deposit departments were like a morgue. You did not see lines there 
to deposit money. There was hardly anybody going up to those 
lines. But there was line after line, standing there to mortgage their 
household goods. 

That is why I say we cannot continue that way. Any businessman 
today will admit it. You are ina position to know. And that is why 
I congratulated you. I believe you do know. You take John Amer- 
ican, or take any boy that has come home from Korea, Ask him. 
What is the most amazing thing he sees in America? It is how little 
they care. Every soldier that comes back from there, whether he 
was wounded or whether he was just sent home wants to know, Is this 
all they have done? Is this all the effort they have made? That 
is What is going on today. Thet is what Iam fearful of. 

Mr. Jounsron. I could not agree with you more. 

Mr. Kirwan. We cannot continue this way with a Nation having a 
$300 billion debt. Look out of the window here. This was a forest 
once. We had resources here a hundred years ago. Just think—it 
was only 1854, a hundred years ago, that Perry got into Japan. 
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Think of the strides that have been made in a hundred years, on a 
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This is the greatest country in the world.. Persia at one time could 
have fed 50 million i in luxury, and she ruled the world. She cannot 
feed five million today and is in poverty. 

We are destroying ourselves 10 times faster than any nation could 
destroy us. Our topsoil has gone down from 13 inches to 7 inches. 
There is the wealth. Our ore, our lumber—everything is gone. All 
we have is a $300 billion debt. We cannot continue that way. It is 
not here to get; it is gone. 

They bur ned the oil on the Alleghany River at one time. They had 
no Government control then and everyone thought that it was his God- 
given right to drill an oil well. Dr. Blake discovered the oil. They 
did not know what to do with the oil. They had no way of controlling 
it. As fast as the oil came in and the tanks became full, and they found 
they could not sell it—there was not much use for the oil then—in 
order to get the Alleghany River to flow, they had to set fire to the 
river, That is history. What would they give now for those billions 
of barrels of oil that they burned on that river? 

We are finding ourselves now over in the Far East today, Russia 
and America, trying to get control of those oil wells. 

I am speaking now as ‘an old man, but I can remember when Rudyard 
Kipling got off the boat—I think it was in 1894—and when he got to 
Chicago they asked him what was the most impressive sight that he 
had seen in this country. He said, “Seeing you burn your forests, com- 
ing over Pennsylvania. And you will live to see the day when you will 
wish to God that you had never done it.” 

Go ss the Poconos today. They cannot even raise a blade of grass 
there. Go all over those Pennsylvania mountains. We have lost all 
of it. The wealth is not there. We cannot continue to grab and grab, 
because it is now gone; the oil, and, as I said before, the lumber, the 
ore, the coal—all those things. That is why I say, do you not think 
that we ought to have Government control to save a little of what 
we have left? 

Mr. Jounsron. I think there is quite a difference between Govern- 
ment control and perhaps conservation of soil. 

Mr. Kirwan. As chairman of another subcommittee, I asked a land 
man how we could stop the filling in of Hoover Dam on the Colorado 
River, and he said by spending maybe 4 or 5 billion dollars. And then 
you will only make a dent in it. That is the conservation end of it. 
There are hundreds of millions of acres that flow in there, including 
all those tributaries, and just to make a dent in that would cost billions 
of dollars, to stop that dam from being filled up. That is America 
all over, not only in one part, but the whole country. 

I am not trying to give a lecture here, but 1 remember when I first 

saw you in Spokane, when you came back from one of your European 
trips and went to your home town. They turned out to greet you— 
and IT mean they turned out. They gave you a dinner and did every- 
thing for you. I think you are the one American that is qualified to 
head the job that you are heading. 

Mr. Jounsron. That is very nice of you, sir; and I appreciate it. 

Mr. Kirwan. That is all. 

Mr. Cannon. Mr. Whitten—— 
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DISCUSSION OF METHOD OF CONTROLLING PRICES 


Mr. Wurrren. Mr. Johuston, I have listened to this discussion and, 
like the others, I take some pleasure in your grasp of the problem 
which you have and the objective which you have described. How- 
ever, there are some things in connection with it that do not neces- 
sarily disturb me more today than they have in the past. But when 
this act was up before the Congress, contrary to some few, I thought 
that we should profit from the experience in the last war and freeze 
everything across the board as of a given date, when prices and wages 
had been fixed by the ordinary processes. I do not know whether it 
was the fact that an election was impending that entered into it or 
not, but it was not done. And the fact that it was not done led to the 
law which now exists which still does not, in my mind, change the 
basic thing that I believed in then, and that is whether this program 
works or not depends upon a sound starting place. 

There is no one big enough, including yourself or anyone else, to be 
able to say grace over the various conflicting elements of American 
life. If that were done, no one would claim that it was entirely fair. 
The point that I make is, with regard to yourself and your activities, 
I want to know where the starting point is going to be and from what 
point are you going to expect to start or, are you going to try to sit on 
top and, as ape build up, relieve a little bit here in order to get 
along with this crowd and when the other crowd begins to yell, relieve 
a little bit there? What is the starting point? Is it what you find 
today or is it something that is behind us? I think that is funda- 
mental in wheher we can hanle this job or not. 

Mr. Jounston. I think in a dynamic economy such as this, that 
there is never anything that is completely static. You never have 
anything which is completely stationary. But I do think you can 
begin to adjust the inequities in the economy, wages, prices, and so 
forth, certainly by the early part of this summer, and bring them 
pretty well into balance without much increase. And I think you 
‘an keep it there. 

Mr. Wurrren. I hope that you are right, but human nature enters 
into this. It is not necessarily what you get yourself, it is what the 
other fellow gets, that counts. The minute you yield on one, you 
build up a pressure from the other. There is no question about that. 
Look back to OPA and gasoline rationing. All of the dissatisfaction 
was not with what one man got, it was with what the other fellow 
got. We have the same thing every day. 

Now, the reason I ask you about this is that I read in the paper 
where Mr. DiSalle was getting credit for having made an announce- 
ment that margins are going to be reduced. Is it the intent to start 
out with a price on raw materials and build up from there or is it to 
be, as it was before, largely a case of a ceiling on the retail price and 
working backward? What is the general theory behind present price 
control ? 

Mr. DrSatte. Is that directed at me? 

Mr. Wurrren. I understood that that phase of it came under your 
jurisdiction. 

Mr. DiSauue. No; I do not think you can have effective controls 
unless you proceed from the raw material right through to the finished 
product. It is a question of the time involved as to where you can 
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Chtch it. We issued the general freeze regulation of January 26, 
effective January 25. As we did that, we had to take a horizontal 
action across the board. That immediately created some squeezes at 
the retail level and the various processor levels. And so we have been 
attempting to alleviate those squeezes, always with the intention of 
working back to where we can finally start prodding the raw mate- 
rials and find out if there is any play there and make a roll-back 
down the line. 

Mr. Wurrren. So it means that you start your roll-back, and it rolls 
all the way back onto the producer ¢ 

Mr. DiSauie. That is right. I have described it this way. You 
have your margin up here, at the retail level. Then you work down 
to your various intermediaries. Then when you are able to catch 
the raw material, it is like pulling the rug out from under these other 
things; you then settle down. 

Mr. Wuirren. But your so-called margin roll-back will go back all 
the way to the producer, is that correct ? 

Mr. DrSatie. That is right. 

Mr. Wuirrren. And those folks who may believe that the present 
shortages are the result of inadequate production, for their purpose 
your process would do nothing to promote increased production, but 
would have the opposite effect ; is that true / 

Mr. DiSauix. No. I think that the prices, as they are frozen, will 
give every incentive for production. 

Mr. Wurrren. You mean that reduced prices to the producer, in 
your judgment, will tend to increase production ¢ 

Mr. DiSauie. The tendency, since Korea, has been to expand mar- 
gins, Margins will not be contracted to some abnormal period, but 
to a normal period, and the businessman would be making a normal 
amount of money. 

Mr. Wurrren. You understand, I am not arguing with what you 
are trying to do. I have tried to announce my position. After all, 
you folks are just witnesses, and I am not the witness, but the point 
I make is that it looks sound to me to have had the price pre-Korea 
as your starting point not as Mr. Johnston may have indicated as a 
static proposition, but as a sound starting point where you could 
treat them fairly, provided that was fair, and that was as close to 
fair as you could get. 

Mr. DrSatie. That is right. 

Mr. Wuirren. Since the Congress did not act that way, I am try- 
ing to find out where your starting point is and which direction you 
are going to go. The first thing you know, you can get credit for 
politics by yielding to the agricultural group on the one hand, or 
maybe with an election coming up you could grant wage increases. 
We might just as well mention this. If you ever get credit for piay- 
ing politics with it—and when I say “you” I mean the organization— 
the thing is gone, because you cannot prosecute the whole people. If 
the folks are not with you, you can make all the affidavits you want 
and have all the proof in the world, but you are helpless if the public 
is not behind you. 

Mr. DiSauie. That is right. I would hardly term that credit. You 
might be charged with playing politics with the program, if you 
gave along certain lines, but that is not the way this program is going 

to be conducted as long as I have anything to do with it. 
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We are attempting to effect the relationship that existed bet week 
prices and purchasing power, which existed prior to Korea, and 
wherever practical we are using the pre-Korea base to build our regu- 
lations. For example, yesterday we established a regulation on res- 
taurants, using the relation of their food costs prior to Korea as 
measured against the total dollar sales. 

Mr. Wuirren. You recognize that pre-Korea is about the soundest 
base you can use? 

Mr. DiSatix. That is right, wherever practicable. Now, in issuing 
regulations dealing with coal we had to go back to the 1948-49 base 
period because of the unsettled conditions in the coal industry that 
existed during the latter part of 1949-50, with a good many work 
stoppages and strikes. 

In the case of retail regulation we took a more reasonable listing 
period, because before you can build a regulation you have to have 
a picture of the things you are attempting to control. We wanted 
to give the retailer a chance to make a listing of inventory which he 
had on his shelf as of a recent date, and then by certain contrivances in 
the regulation we attempt to relate those back to the margins he was 
enjoying pre-Korea. 

In every case we are attempting to effect that relationship to a pre- 
Korea base period. 

RELATIONSHIP ‘TO MR. WILSON 


Mr. Wuirren. Getting back to Mr. Johnston, I wonder what your 
relationship is with Mr. Wilson’s office. I like the word “stabiliza- 
tion.” We all recognize they are not going to be able to hold the fort 
completely in lots of ways, but the stabilization and maintenance 
of the proper relationship, as Mr. DiSalle expresses it, is important. 

What chance do you have to have your say about the operations 
of Mr. Wilson’s office with regard to extension of credit and tax amor- 
tization and expansion of various facilities, which means the turn- 
over of billions of dollars and things of that sort, which are bound to 
affect what you folks are able to do in your office 

Mr. Jounsron. They have a profound effect upon it, of course. 

Mr. Wilson is the defense mobilizer. He is in charge of the whole 
program. I am working under Mr. Wilson. I have charge of the 
economic stabilization end of the program. General Harrison has 
charge of the defense production end of the program. We both are 
under Mr. Wilson. Underneath us are several others. We are all part 
of the team and are working together as a team. 

You have a delicately balanced question here. How much can you 
produce, how quickly can you do it, and still have a reasonably stable 
economy! ‘That is a question of judgment. It is a question of intent. 
I do not think there is a given answer to it. I wish there were. I 
wish that you could just get a mathematical formula and say, “This 
you can do and this you cannot.” You cannot do that. 

I think that there is as close coordination with Mr. Wilson and 
General Harrison and with others in this whole program that affects 
stabilization as possible. 

Mr. Warrren. What I had reference to, and what I had hoped, was 
that the expansion even under Mr. Harrison was something not that 
you controlled, because that is his set-up, but something where the 
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wee effect of his activities on the work you are trying to do would be a 
and + matter for your consideration and report to Mr. Wilson, who is above 
regu- 4 both. 
—_ iF Mr. Jounston. It is. 
“a as & Mr. Wuirren. Of course, I cannot vouch for the accuracy of re- 
> ports, although we see much of it here before us in this committee, 
idest 7 but there have been reports or indications of about $3,500,000,000 
of accelerated tax amortization which has been extended. That would 









































ung =|) _—s enter into how much tax was returned to the Federal Government. 
base ; It is further reported that about $10,500,000,000 of such requests 
that are now pending. The reports go further than that, that with respect 
vork ; to much of this the activities of expansion were contemplated anyway 
> and would have been done in the absence of this Government program. 
ting Do you have any chance to pass judgment on and make recommenda- 
have tions on reports as to what the effect on your work will be of this type 
nted ie of expansion ? 
h he i Mr. Jounsron. I am familiar with reports by Mr. Harrison at our 
‘sm ie joint staff meetings, as to what amortization he is granting and where 
was i; he is granting it. Mr. Wilson is familiar.with our total production 
i and is familiar with the effects on this total production by excluding a 
pre- 4} certain portion of it for capital goods expenditures. 
: I think we have all tried to work together in seeing how much could 


be done how quickly, because we want to do it as rapidly as possible 
and still have a reasonably stable economy in the process. 


our d I do not personally have direct control of it. Mr. Wilson does, 
iZa- i but Mr. Wilson will listen to any counsel and advice which I may give 
fort him. 

nee Fd Mr. Wurrren. That is all we have a right to expect or hope for. 

t. There is one other thing, as I see it, that enters into this picture. 
ons ; Regardless of how determined you are and how much effort you and 
\or- Mr. DiSalle make, the operations of the Government are going to 
rn largely determine what you can do. 

| to In other words, you might say that the yielding that you have to do 


in your activities is yielding to the further inflation which we have in 
this country. That is brought about by the issuance of bonds and 
ole money. 








the I am not trying to saddle you with this, but today as had up on the 
has 4 floor what amounted to about a $3,000,000,000 housing authorization. 
are I am not trying to hold you responsible for what the Congress might 
art 4 do, but do they have any discussion with your agency as to the effect 
of any large expansion of governmental activity such as that? 
Ou Mr. Jounston. No, sir; there has been no conversation with this 
ble agency regarding those things. They do have a profound effect upon 
nt. 4 the economy, without any question. 
I » I think that one of the duties and responsibilities of Congress, if I 
his FY may say so, is to reduce in every posisble way expenditures of the 
4 Government because I think as nearly as you can have a balanced 
nd i budget the easier becomes the job of attempting to achieve economic 
ts 3 stability. 
Z| Mr. Wiurren. To put you off over on one side trying to hold down 
‘as iN prices, and the Congress and the country continuing to spend money 
at 1 far beyond what they collect in taxes, you just have to do the best 
he : 
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you can, and you do not have a chance to start with, so far as really 
holding back is concerned. 

Mr. Jounston. There is not a prayer in Hades of doing this thing 
unless you can achieve a reasonably balanced budget. The —* 
are entirely too great, unless you can achieve a reasonably balanced 
budget in a reasonable length of time. That is not easy to do, I know. 

Mr. Wurrren. It a is not easy. 

I agree with Mr. Kirwan that the American people are just going 
to have to make up their minds whether they are or are not. We are 
beginning to see pressures now to raise congressional salaries, because 
we have to pay more taxes and the cost of living is higher. I want to 
say that by far the bigger percentage of the Members are not of that 
attitude, but you read that in the paper. 

You can see where Federal employees are requesting bigger sal- 
aries, because the taxes are higher. If they get bigger salaries it will 
take more taxes. There is nothing original about that spiral, but the 
pressures are building up. 

The only way you can take out all this money and spend it on war 
matériel is to do without at home to that extent. For a short time, as 
Mr. Kirwan further said, you may deplete your natural resources 
and run them in the ground. In other words, you might draw off your 
capital. That is largely what we have done. 

‘ou did not come down to hear me expound on this thing, but we 
have largely financed what we have done up to now by depreciatmg 
your insurance, your bonds, your money, and everything else. Unless 
we come to a halt and try to control Government expenditures it will 
be quite difficult. 

I think you folks are going to try to do a good job, but I do not think 
you can do a job unless we do a job in the Congress. 

Mr. Jounsron. I can assure you we cannot do a job over a pro- 
tracted period of time unless you do. It is utterly impossible. 

Mr. Wurrren. That is all. 

Mr. Cannon. Mr. Taber ? 


INFORMATION ON RUSSIA 


Mr. Taser. Mr. Johnston, you told us a little bit about your trips 
to Russia. I wish you would go back and tell us just a little bit more 
about that. When did you first go over there? 

Mr. Jounston. May 1944. 

Mr. Taser. You stayed until when? 

Mr. Jonnston. August 1944. 

Mr. Taser. When did you go over the second time ? 

Mr. Jounsron. September 1949. 

Mr. Taser. You stayed until when? 

Mr. Jounsron. October 1949, 

Mr. Taper. What can you tell us about prices and wage controls 
and all that sort of thing over there ¢ 

Mr. Jonnston. Well, they have complete price and wage controls. 
Of -ourse, the Government owns everything. The Government owns 
most all of the shops of any importance. The Government fixes the 
prices in those shops. The Government controls production. It is 
a completely state-owned operation, even down to the beauty parlors 
and the barber shops. I think it is a very inefficient organization. 
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Mr. Taner. What did you notice in the period between your two 
trips 

Mr. Jounsron. I noticed an improvement, Mr. Taber, in between 
the two trips in production and in facilities, but that was to be taken 
for granted. 

Mr. Taper. Well, they did not have the war condition to contend 
with. 

Mr. Jounston. That is right. Furthermore, I do not think they 
made the same improvement or anywhere near that which we made in 
the same 5-year period in America, because we made a lot of improve- 
ments, whether you realize it or not, from 1944 to 1949. 

Mr. Taver. Surely. Were the controls as strict and as carefully 
observed on your second trip over as they were on the first ? 

Mr. Jounsron. Yes. I would say the controls were as rigid. There 
might be a little more flexibility in the so-called free markets which 
are really operated by the Government, also. There might be 
slightly more flexibility there, but I do not think there is much. L 
would say that there was a greater fear on the part of the people than 
there had been when I was there 5 years before, a greater fear of en- 
gaging in operations which might be considered illegal. In other 
words, extragovernmental. 

Mr. Taser. You mean they were under closer control in peacetime 
than in war? 

Mr. Jonnston. I think so; yes, sir. As a matter of fact, they had 
passed legislation. When I was over there in 1944 there was a con- 
siderable amount of friendliness by the Russian people. They would 
talk to you quite frankly and freely, a few would, even in the low 
‘anks. The top men in the Politburo will always talk to you frankly 
and freely. They have nothing to fear, but I am talking about the 
lower echelons. Now, they have a law in Russia, of course, that 
no Russian can speak to a foreigner without written permission from 
the Foreign Office. You must carry written permission from the 
Foreign Ottice before you talk to any Russian. 

Mr. Wiceteswortn. Was that not true in 1949? 

Mr. Jonnston. In 1949; yes, sir, but not in 1944. That was true 
in 1949. Isay, itis much more rigid than it was in 1944, 

Mr. Taper. It was harder for you to find out what was going on? 

Mr. Jounsron. Much harder; yes, sir. 

Mr. Taser. Was it harder for you to get around? Was your range 
restricted / 

Mr. Jounsron. Yes, my range was more restricted in 1949 than it 
was in 1944, and although Mr. Molitov gave me permission to do cer- 
tain things that the American Ambassador seemingly could not do, 
nevertheless I was much more restricted. I went into the Stalin au- 
tomobile works, and went through it, as I had in 1944. That is their 
great automobile works, the General Motors of Russia. It is very 
small compared to our General Motors. They turn out a small num- 
ber of cars, relatively speaking. 

Mr. Taser. How many ? 

Mr. Jounsron. When I was through in 1949 they turned out, as I 
remember the figures, approximately 300 114-ton trucks a month, and 
they turned out the Zeis car, I think about 5 or maybe 8 a day of those. 
Then they turned out a small car, and I think they turned out abont 
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80 or 100 of those a day. It was a very small car, like the Opel car 
in Germany ; quite a small car, a little bit bigger than the Austim. 

Their production, compared to General Motors, Chrysler, or Ford, 
is very small. They are the biggest automobile plant in Russia. The 
maximum production in Russia in 1949 in automobiles was around 
400,000 cars for the year, as against America in that year, where I 
think we turned out in the neighborhood of 6,000,000. 

Mr. Taper. Were the cars that they made the fewest of large? What 
would they compare with ¢ 

Mr. Jounston. They looked very much like, and as a matter of fact 
were almost a duplicate of, the Packard automobile of 1948. IZf you 
would see them both in this room you could hardly tell the difference. 
It looked like it was almost a complete copy of the Packard of 1948 
in America. That car was a large limousine-type car, and used, I 
think, exclusively for the top Government officials in the Soviet. Union. 

Mr. Taser. Did they have thick glass? 

Mr. Jonnston. No. As I remember it it was just ordinary plate- 
glass windows. 

Mr. Taser. Did you ever see the Hitler car? 

Mr. Jounston. I saw the Hitler car with Hitler in it once in 1939, 

Mr. Taser. With the windows an inch thick? 

Mr. Jounsron. Yes. Of course, that is the kind of car that Molotov 
and Stalin and the other “big shots” ride m now. 

Mr. Taser. Did you see anything there that would give you an idea 
as to what their production of military items would be? 

Mr. Jounston. Well, I saw, in 1949, a great many planes on the 
fields around Moscow, many jet planes. I could not count the number, 
but I thought there were 100 or more on the various fields that we 
flew over. We flew around Moscow in landing at about 11 o’clock in 
the morning on a nice, clear September day and I saw the airfields 
surrounding Moscow, and there were a number of them, but I have 
no estimate at all, Mr. Taber, of their military production. 

I saw very few soldiers on the streets of Moscow, but I did see many 
more on the streets of Leningrad and Minsk and places of that kind. 

Mr. Taner. I do not think I have any more general questions. 

Mr. Cannon. Mr. Wigglesworth ? 


DUTIES OF STABILIZATION AGENCY 


Mr. Wiceieswortu. Mr. Johnston, as Administrator of Economic 
Stabilization I note you are supposed to seek to preserve and maintain 
the stabilization of the economy. Would you agree that one of the 
great factors contributing to the present inflation is the increase in 
volume of money and bank credit ? 

Mr. Jounston. There has been some increase in money and a good 
deal in bank credit. Of course, that has an inflationary effect. As 
I said a little while ago, there has been an increase of 814 billion 
dollars in commercial loans alone since Korea, to say nothing of 
insurance or savings and loan and a lot of other things. That has 
had a profound effect upon inflation. 

Mr. Wiceiesworrn. I have in mind particularly the low interest 
rate that has been maintained and the forcing of the Federal Reserve 
banks to purchase Government boncs at par or better, and the issuing 
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of credit or currency against those bonds. Is not all of that a tre- 
mendous factor in the problem you are wrestling with ¢ 

Mr. Jounsron. There is no question about that. 

Mr. Wieereswortn. Is it not almost impossible to hold out hope 
to the American public of price stabilization unless proper control is 
also exercised in this field ? 

Mr. Jounston. There is no question about that. 

Mr. WicGLeswortH. At present you have no control in that field, 
have you ¢ 

Mr. Jounsron. Very little there, and Mr. Wilson is now attempting 
to effectuate some policy between the Federal Reserve and the Treasury 
to get a better understanding and control. 

Iam familiar with some of the steps being taken in that. Certainly 
it must be secured. I do not think, gentlemen, you can hold this for 
a protracted period of time, I do not care what Mr. DiSalle does, 
unless you have a sound fiscal and monetary policy. 

Mr. WiccLeswortu. Included in that observation is what you have 
already said about Government spending ¢ 

Mr. Jounsron. That is right. 

Mr. Wiceteswortn. I share with you the importance of slashing 
all nondefense expenditure to the bone at this time, and I am sure 
that this committee will welcome anything that you or Mr. Wilson 
can do to make that task easier for the Congress. 

From many years of observation I think it is very difficult, if not 
impossible, to achieve drastic reduction in budget recommendations 
unless the Congress has the cooperation and if possible the leadership 
of the executive branch of this Government. 

Now, the defense production law became effective about the first 
week in September, as I remember it. 

Mr, D1Saie. September 8, 


PRICE INDEXES 


Mr. WiecieswortH. What price indexes can you give us as of that 
time ? 

Mr. Jounsron. Can you give the cost-of-living index as an illustra- 
tion? What was it, September 15? 

Mr. DiSatie. It has risen about 7 percent since Korea. 

Mr. Wiceiesworru. You do not know what the wholesale index or 
the retail index was as of September 1? 

Mr. Taner. It is about 370, as compared with 100 of 1939. 

Mr. DiSauie. 370. Yes, I think that is correct. 

Mr. Taper. It is about 389 now. 

Mr. WiceieswortH. Is that wholesale? 

Mr. Taner. That is from the Bureau of Labor Statistics. 

Mr. Wiccieswortu. Wholesale prices or retail prices? 

Mr. Taser. I think that is retail: 

Mr. Jounsron. That is the spot market price of basic materials, 
Mr. Taber. 

Mr. Taper. All right. 

Mr. WiGGLEsworTH. 389 now ? 

Mr. Taper. Just about. 

Mr. Jonnston. The cost-of-living, as I recall it, was 169. It is now 
181. | 
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Mr. WiccieswortH. 169 in September? 
Mr. Jonnstron. That is my impression, It is 181 today, or was 
181 0n January 15. It is higher than that today, obviously, but we do 


not have any figures on it. Tt was 181 on J anuary 15, before the price 
freeze. 


STEPS TAKEN TO CONTROL 


_ Mr. Wiceieswortu. How many steps have been taken since this 
law was put into effect with a view to controls? Have there been few 
or many ¢ 

Mr. DiSarie. There are many, and I intend to go into those in my 
statement. 

Mr. Wiccieswortn. If we are going to get them later I do not care 
about them now, but I would like to get a picture before we get 
through here of just what steps have been taken starting with Septem- 
ber 8, when this law came into effect t, and the dates when the several 
steps were taken. 

Mr. DiSauux. I have those for you. 

Mr. Wicciesworrn. I think that is all, Mr. Chairman. 

Mr. Cannon. Mr. Davis? 


REQUESTED INFORMATION 


Mr. Davis. Mr. Johnston, Mr. Hetzel has informed me you have 
some people waiting for you downtown, so in order to shorten the time 
I would like to ask you to submit at the time the hearings are presented 
io you, if you will, two statements. 


One of them would be on your plans for correlating the Price Sta- 


bilization Office and the Wage Stabilization Board under your direc- 
tion. 


Mr. Jonnston. Yes, sir. 

Mr. Davis. To get complete coordination between the two. 

The other statement would be on what you foresee in the future with 
respect to the possibility of relaxing or removing these regulations. 
In other words, I would like to know what your thinking i is on the 
tenure of the regulations you are now putting into effect. 

Mr. Jounsron. All right, sir. 

(The information is as follows:) 


COORDINATION OF THE OFFICE OF PRICE STABILIZATION AND WAGE STABILIZATION 
30ARD BY THE ADMINISTRATOR, ECONOMIC STABILIZATION AGENCY 


The Defense Production Act of 1950 recognizes and requires coordination be- 
tween the price and wage stabilization programs. The appointment of a single 
Administrator is in itself recognition of this responsibility. Coordination will 
be achieved by a variety of administrative devices which will aid and guide 
the Administrator in making his decisions. Specifically coordination of the 
programs of the Office of Price Stabilization and the Wage Stabilization Board 
is being and will be achieved along the following lines: 

1. Broad policy decisions marking out the limits within which the two agencies 

can operate are enunciated by only one official, the Administrator. Such deci- 
sions are based on the known interrelated effects of prices and wages. 

2. The problem of price-wage interrelationships is under constant study 
by the Administrator’s staff and periodic advice is furnished him concerning 
needed actions. The strong and vocal interest of various groups in the same 
problem insures that viewpoints other than those of the staff are considered in 
making decisions. 
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3. The Administrator maintains close personal working relations with the 
heads of the two agencies and the major problems they are encountering in their 
work. 

4. Weekly joint staff meetings are held with top officials of WSB and OPS to 
discuss and evaluate common problems. 

5. Meetings of the Administrator’s staff are held frequently to keep the 
programs of the two agencies coordinated and in balance. 

6. Special reports are being developed which will show as briefly and simply 
as possible the interrelationships between the two programs and any possible 
areas of diverging policy. 


RELAXING OR REMOVING CONTROLS 


My opinion on relaxing or removing controls can be best expressed, I believe, by 
reiterating that portion of my testimony earlier this afternoon which reflects my 
general attitude on controls: 

“By building up our military strength and by increasing our productive facil- 
ities so that we can produce more if we need to at some future date, I think we 
can pretty well complete the program in a couple of years, given a little good 
luck and no war. In that case I think we ought to take off these controls and 
go back to a free economy. I am one of those who feel we must not leave these 
things on any longer than is essential.” 

Each of us recognizes that there will be many factors, such as the state of 
our international relations, bearing upon the removal of the controls we are 
now forced to impose on the economy. In view of these factors no one at 
this early stage can say with certainty just when or how the change will come 
about. 

Mr. Davis. That is all, Mr. Chairman. 

Mr. Jounston. Mr. Chairman, might I be excused, if it is conven- 
ient for you? 

Mr. Cannon. Yes. May I say that you have given us a very excel- 
lent. statement ? 

I would also like to add that you have, I think, one of the most 
onerous, responsible, and important jobs in the entire war economy, 
and that no one could have been selected who would have been better 
qualified for the job. 

Mr. Jounsron. I go out with my shoulders burdened with the com- 
pliment, Mr. Chairman. I appreciate it very, very much, though. 

Thank you very much, sir. 

Mr. Cannon. The committee will resume in the morning at 10 
m } 
o’clock. 


Tuurspay, Marcu 15, 1951. 


oY 
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Orrice oF Price STABILIZATION 


WITNESSES 


MICHAEL V. DiSALLE, DIRECTOR, OFFICE OF PRICE STABILIZATION 
RICHARD F. COOK, ASSISTANT DIRECTOR FOR MANAGEMENT, 
ECONOMIC STABILIZATION AGENCY 


Mr. Cannon. We have with us Mr. DiSalle, Director of the Office 
of Price Stabilization. He will give us the details concerning his 
request for a supplemental appropriation for the fourth quarter, 
1951. We will be glad to have your statement, Mr. DiSalle. 

Mr. DiSauxe. All right, sir. 
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GENERAL 





STATEMENT 


Mr. Chairman and members of the committee, I am very familiar 
with the difficulties the Appropriations Committee faces. I know of 
no phase of legislative work so difficult; and always my experience 
has been largely legislative. I know what you are up against. 

Many times people crying for economy in government will be, but- 
tonholing you for their own special projects where they are not par- 
ticularly interested in economy and so I make this statement with 
full realization of your problems. 

Since the request for this fourth quarter supplemental appropria- 
tion exceeds previous estimates, I feel that it is only fair to the 
members of the committee to attempt to fully explain what has hap- 
ened on the subject of price control, the actions that have been taken 
~ the Office of Price Stabilization and the actions that are contem- 
plated, and what the indicated results of the program are at this time. 

Congress passed the Defense Production Act of 1950 on September 
8 of that year. A Director of Price Stabilization was appointed 
December 1 and sworn in December 12, 1950. At that time, the per- 
sonnel in that office was practically negligible and on December 15 
this number totaled 182 in the national office. On January 19, 1951, 
that number had risen to 321 and our figures as of March 2, 1951, 
indicate employment in the national office as 1,107. 

Prices showed a steady and rather meteoric increase during the 
months of November, December, and January and although a request 
for voluntary compliance with standards that was issued on December 
19 was made by the Director of Price Stabilization, this had very little 
effect in slowing up what was rapidly becoming a dangerous spiral. 

On January 19, Dr. Alan Valentine, ESA Administrator, resigned 
and the President nominated Mr. Eric Johnston to replace him. The 
Director of Price Stabilization began immediately to plan the open- 
ing of regional and district offices in anticipation of a general ceiling 
price regulation that was in the preliminary stages. On January 29, 
10 days later, 13 regional offices were opened in the continental United 
States and 1 regional office to serve our insular possessions. Forty- 
two district offices were opened in the continental United States and 
five district offices in the Territories to serve our insular possessions. 
On January 26, the General Ceiling Price Regulation was issued and 
on February 19, 21 additional district offices were opened in the 
United States. On March 5, eight additional district offices were 
opened and more are contemplated in order to serve the more than 4 
million business concerns and 150 million consumers that are vitally 
interested in the program of this office. 

As of March 2, 1951, there were 1,150 employees in the regional of- 
fices and 871 employees in the district offices. 
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During the period from December 18 until to date the following 
regulations were issued by the Office of Price Stabilization : 





s CPR No. 1, IssueD DeceMBER 18, 1950 






pp 





NEW PASSENGER AUTOMOBILES 





Seer as! 





This regulation froze automobile prices at the December 1, 1950, level. Expired 
on Mareh 1, 1951. 





Bs Soper 


PPR No, 1, IssuED DECEMBER 18, 1950 








PRICE PROCEDURES 


This regulation establishes machinery for the issuance of ceiling price regula- 
. tions, individual applications for adjustments, petitions for amendments, pro- 
3 tests, and the issuance of interpretations of price ceilings. The regulation pro- 
: vides that wherever possible, there should be a conference with affected persons 
S before price regulations are issued. Definite procedure is set forth for the 
handling of protests. 


ne a dein A 










GO No, 2, IssueD JANUARY 24, 1951 







CREATION OF OPS 





This order provides for the creation of the OPS with autkority to stabilize 
prices under the Defense Production Act of 1950 delegated by the Administrator 
of the Economic Stabilization Agency to the Director of Price Stabilization, sub- 
ject to policy decisions of the Administrator. 














CPR No. 2, Issuep JANUARY 25, 1951 





CATTLE HIDE, KIPS, AND CALFSKINS 





e This was the first of a series of selective price regulations in specific fields. 

y The regulation provides for a maximum price for producers and dealers of cattle 

; hide, kips, and calfskins based on the highest price of hides sold or delivered 
during the 80-day period ending November 30, 1950. 









GCPR, Issvep JANUARY 26, 1951 






This regulation freezes the prices of all goods and services at highest levels 
prevailing during the period from midnight December 19, 1950, to midnight 
January 25, 1951. Specifically exempted from the GCPR are raw agricultural 
commodities and all other commodities and services exempted by the Defense 
Production Act of 1950. Prices of processed agricultural commodities which 
were higher than parity levels during the base period are frozen by this regula- 
tion. Prices of agricultural commodities not at the farm level selling below 
parity are also frozen, with the provision permitting processors and distributors 
to increase their prices, if their raw material prices increase, until the raw 
products reach parity levels. 




















GCPR SupepLEMENTARY REGULATION No. 1, ISSUED FEBRUARY 1, 1951 





DEFENSE AGENCY PRICING 








Broad exemption for Federal Government purchases of defense material serv- 
ices from the GCPR are provided for in this regulation. The exemption applies, 
in military purchases of goods, only to items peculiarly military in nature, but 
not to such military items as clothing and shoes which also have civilian use. 
Also exempted are purchases of strategic and critical material made by General 
Services Administration for the strategic stockpile, specified military services, 
developmental contracts, secret contracts, emergency purchases by the military, 
and sales by the Atomic Energy Commission. The regulation exempts all de- 
fense purchases until April 1, 1951, after which only a specified list of commodi- 
ties and services will be exempted. 
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GPR No. 3, Issuep FEBRUARY 2, 1951 
COAL, EXCEPT PENNSYLVANIA ANTHRACITE 


Coal producers, with the exception of Pennsylvania anthracite, are authorized 
by this regulation to increase their prices by an average of 25 cents per ton to 
reflect wage increases granted to the miners. Two base periods for use in deter- 
mining the amount of price increase by each mine are established. A pre-Ko- 
rean base is fixed from July 1, 1948, to June 30, 1949. The base price is set at 
the target realization by each mine in that period and amounts to the average 
per ton price received by each miner in that period. Each mine may charge for 
specific type and sizes of coal the highest price charged in the base period, or in 
the 15-day period ending on January 15, 1951, whichever is higher. The average 
price per ton for all sizes and shapes sold may not exceed the mine average in 
the pre-Korean base period. The amount of increase permitted to be added to 
the determined base is computed by taking a 2-week payroll period prior to the 
wage increase, adding to it the amount of wage increase, and then adding the 
resultant average cost increase per ton to the price of coal sold. 


CPR No. 4, Issuep Fresruary 2, 1951 


PENNSYLVANIA ANTHRACITE 


This regulation adjusts Pennsylvania anthracite prices at the producer level. 
Prices are based on January 20, 1950, levels adjusted to reflect the wage in- 
crease granted to the miners. 


GCPR SupPLEMENTARY REGULATION No. 2, ISSUED FEBRUARY 2, 1951 
RETAIL COAL 


This regulation grants authority to retail coal dealers to increase ceiling prices 
on certain kinds and sizes of coal sold by them by the actual dollar and cent per 
ton amount of increase in the f, o. b. mine prices charged by suppliers of coal 
under the authority of CPR No. 3 and CPR No. 4. 


PPR No. 1, Issuep Fesrvuary 2, 1951 
INDUSTRY ADVISORY COMMITTEES 


Machinery for the establishment of industry advisory committees under the 
Defense Production Act of 1950 is provided for by this regulation. The pur- 
pose of the committees will be to consult with and advise the Director of Price 
Stabilization on industry and business matters pertaining to the preparation, 
issuance, and modification of price regulations and orders. Eligibility for mem- 
bership on an advisory committee is determined by present employment of the 
individual with the firm in the business or industry affected in a supervisory, 
managerial, or technical capacity related to the production, distribution, or use 
of material or services. Meetings of the advisory committees may be called by 
the Director of Price Stabilization on his own initiative, or at the request of 
three committee members. The Director of Price Stabilization, or his repre- 
sentative, will preside at the meeting. 


CPR No. 5, Issuep Fespruary 3, 1951 
IRON AND STEEL SCRAP 


This regulation had the effect of rolling back prices of iron and steel serap. 
Key prices of $44 a ton for No. 1 heavy melting scrap delivered in Pittsburgh is 
utilized as a base for specific price ceilings on ferrous scrap in 41 basing points 
of scrap consumption around the country. Special schedules are provided for 
pricing specific grades of scrap, and for adding or subtracting differentials 
because of location, condition, or quality of scrap, special alloying characteristics, 
and state of preparation. Exempted from the regulation is imported scrap 
metal, but exported sales of scrap are covered. Tie-in sales are prohibited. 
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GO No. 5, Issued Fesruary 6, 1951 
MEAT ALLOCATION 


Under this order, the authority originally granted to the Secretary of Agri- 
culture with respect to allocation of meat and delegated by him to the Admin- 
istrator of the Economic Stabilization Agency, is redelegated to the Director 
of Price Stabilization. 


GCPR SupPLEMENTAL REGULATION No. 1, AMENDMENT No. 1, ISSUED 
Fesruary 7, 1951 


DEFENSE WOOL 


This amendment provides for the exemption from the GCPR of specified wool 
products sold to defense agencies, or their suppliers under contracts entered 
into upon the basis of invitation for bids issued on or before January 26, 1951, 
or pursuant to a subcontract thereunder. The items exempted are: (1) Woolen 
and worsted yarns and textiles; (2) raw, scoured, ‘and pulled wool, wool top, 
niols, mohair, and wool waste; (3) defense goods which are principally made 
from worsted yarn or textile (except those in which the woolen material is 
supplied by the defense agency). Two procedural changes incorporated in the 
amendment alter the method of granting individual hardship adjustments under 
GCPR Supplemental Regulation No. 1. 


DO No. 1, Issuep Fespruary 9, 1951 
SLAUGHTERHOUSE QUOTAS 


This order provides for the licensing of livestock slaughtering. All livestock 
slaughtering is placed under a system of slaughtering quotas until April 1, 
1951. No slaughterer may operate as such unless he was so engaged in the 
period January 1, 1950, to February 9, 1951. All slaughterers, with the excep- 
tion of farm slaughterers, must register with the OPS by March 15, 1951. With 
the exception of farm slaughterers, no one may legally operate a slaughtering 
business after April 1, 1951, unless he has registered. 

Quotas will be fixed as of April 1, 1951, regulating the volume of slaughtering 
by each registered slaughterer established on a 1950 experience basis. New 
slaughterers will be registered when civilian use deems it essential. 


CPR No. 6, IssueD Fresruary 12, 1951 


FATS AND OILS 


This regulation establishes ceiling prices for crude and refined corn oil, soy- 
bean oil, and cottonseed oil. Proper differentials between related commodities 
are provided for. 


GCPR AMENDMENT No. 1, ISSUED FEBRUARY 12, 1951 
RAW AGRICULTURAL COMMODITIES 


The effect of this amendment was to completely control all raw agricultural 
commodities which are now below the legal minima specified in the Defense 
Production Act of 1950 up to the first processing stage. Sellers, who normally 
have based the prices of their products on current market transactions, may 
use for this purpose the quotation of any commodity exchange which maintains 
daily records. 


GCPR SuPPLEMENTAL REGULATION No. 3, Issuep FesruARY 12, 1951 


RAW AGRICULTURAL COMMODITIES 


Dollars-and-cents price ceilings of several basic raw agricultural commodities 
based generally on the highest price at which substantial quantities of these 
commodities were traded in the December-—January base period set forth in the 
GCPR are established. Affected by this regulation are green coffee on the New 
York Coffee and Sugar Exchange, soybean future contracts on the Chicago Board 
of Trade, and soybean oil meal. Also established are ceiling prices for soybeans 
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broken down by individual producing States. The amendment also provides 
for the authorization of adjustment in ceiling prices for dressed hogs sold by 
producers who sold or delivered dressed hogs in the GCPR base period at a 
price calculated by using the percentage of the live-hog prices. 









GCPR SvupepLEMENTAL REGULATION No. 3, AMENDMENT No, 1, Issuep 


FreBRUARY 15, 1951 










RAW AGRICULTURAL COMMODITIES 





This amendment added Minnesota to the list of States for which ceiling prices 


are established for certain types of soybeans under GCPR Supplemental Regu- 
lation No. 3. 
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GCPR SupPLEMENTARY REGULATION No. 4, Issvep Fesruary 15, 1951 





RETAIL COAL 


This regulation authorizes adjustments in the ceiling prices on 


the tidewater docks, permitting dock operators to add mine price 
their prices. 






coal sold at 
increases to 
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GCPR SupePLEMENTARY REGULATION No. 1, AMENDMENT NO, 2 


~; 



















IssueD Frpruary 16, 1951 

«4 

This amendment revises the language of GCPR Supplementary Regulation No. aI 
1, amendment No. 1, making it clear that the exemptions provided for are also Ps 
applicable to deliveries after April 1, 1951, when made pursuant to defense con- a 
tracts entered into prior to that date. . a 
: 

GCPR SupPpLEMENTARY REGULATION No. 5, ISSUED FEBRUARY 21, 1951 4 

a 

NEW AND USED CARS § 

Ceiling prices for new and used automobiles are established by this regulation i 
at the retail level. Maximum prices for new automobiles at the retail level Es 
are based on the manufacturers suggested list price before January 26, 1951, plus ff 
charges for extras. Cash-in allowances may be continued, provided there are no 
arbitrary reductions on used-car allowances. j 


Ceiling prices for used cars are 
determined generally by the highest prices for each respective make and model 
listed in the January 1951 issue of the Official Guide which the seller customarily 


used in the December 19, 1950—January 25, 1951, period. If there is no listing 


for a model in the Official Guide, its price is designated by the GCPR. 











GCPR AMENDMENT No. 2, Issuep FEBRUARY 23, 1951 


INCREASES BY MANUFACTURERS AND WHOLESALERS 





This amendment is designed to reduce the prices of manufacturers and whole- 
salers who are taking advantage of isolated sales before the January 26, 1951, 
. price freeze to establish abnormally high ceiling prices. The amendment also cor- 

rects certain price distortions which have arisen as a result of the GCPR. Under 
i the amendment the “highest price” provision of the GCPR is applied only to sales 
which amounted to 10 percent or more of the deliveries to a class of purchasers 
during the base period. If all the deliveries to a class of customers were made at 
the increased price after the amendment of the new prices, the rule established 
by this amendment is not applicable. Sellers, who delivered at a lower price at 


a later date because of firm commitments, are exempted from the 10 percent 
limitation. 

















The amendment allows a seller to charge any increase in his prices announced 
in writing to all classes of purchasers, provided that the increase was made 
effective by deliveries to more than one class of customers accounting for at 
least 30 percent of the 1950 sales volume of the commodity to all classes for whom 
the increase was announced. 

NoTe.—The 10 and 30 percent rules provided for in this amendment was sub- 
stantially changed by GCPR amendment No. 5. 
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GCPR AMENDMENT No. 3, IssueD Fesruary 23, 1951 
RECORD REQUIREMENTS 


The date on or before which retailers must prepare or preserve certain state- 
ments required under the 16 (a) of the GCPR has been extended by this amend- 
ment from March 1, 1951, to March 22, 1951. 


GCPR SupPLEMENTARY REGULATION No. 6, ISSUED FEBRUARY 23, 1951 
PANAMA CANAL ZONE 


The effect of this regulation is to exempt the Panama Canal Zone from all 
price regulations existing or to be issued by the Office of Price Stabilization. 


GCPR No. 4, SUPPLEMENTARY REGULATION No. 1, IssueD Marcu 1, 1951 


ANTHRACITE BRIQUETS 


The effect of this regulation is to bring under the provisions of CPR No. 4 
anthracite briquets made by plants located in Pennsylvania mining areas. 


GCPR SupPLEMENTARY REGULATION No, 8, ISSUED FEBRUARY 28, 1951 
COAL EXPORTS 


This regulation establishes ceiling margins for coal exports to foreign coun- 
tries. 


CPR No. 7, IssuED FEBRUARY 28, 1951 
RETAIL SOFT GOODS 


Retail soft goods are placed under margin control by this regulation. Each 
retailer affected by this regulation is required to make up a chart showing his 
February 24, 1951, prices for each item, his net invoice cost, and his margin be- 
tween cost and selling price. A seller who has raised the price of goods already 
on the shelves is required to list on his chart his first offering price rather than the 
higher one in effect on the list date. If the high mark-up was applied before the 
goods were placed on the shelves, the offered price must be listed which reflects 
normal mark-up over costs. Dealers, who had special clearance sales on the list 
date, are permitted to use initial offering prices rather than the mark-up prices. 
Retailers who were caught in the “squeeze” situations as a result of compliance 
with OPS voluntary standards, are covered by special provisions as to goods 
received after January 1, 1951. If these goods were obtained at a cost higher 
than that reflected in the offering price, the seller may use the next to last 
invoice price in preparing a pricing chart. Machinery has been set up for 
special treatment of branded products. 

Dealers are to determine ceiling prices by consulting their charts. In no event 
Inay the average percentage mark-up be exceeded. 


GCPR AMENDMENT No. 5, ISSUED Marcu 1, 1951 


INCREASES BY MANUFACTURERS 


This amendment extends the effective date of GCPR amendment No. 2 from 
February 28, 1951, in March 7, 1951, and the date on or before which manufac- 
turers and wholesalers affected must prepare and preserve certain statements 
under section 16 (a) of the GCPR from March 1, 1951, to March 22, 1951. The 
10-percent rule established by amendment No. 2 is made applicable to dollar-value 
base-period deliveries of a commodity. The amendment provides that 10 percent 
of the deliveries must have been made at the price designated as the ceiling, 
or the higher price. The 30-percent rule provided for in GCPR amendment No. 2 
is eliminated. Adjustments are now permitted without regard to the 38-percent 
rule provided announcement of the increase was made in writing, applicable to 
base-period deliveries, and followed by deliveries to at least one class of customers 
unaccompanied by sales at lower prices, except pursuant to written firm 
commitments, 
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CPR No. 8, Issuep Mazon 8, 1951 
RAW COTTON 


This regulation establishes dollars-and-cents ceilings for raw cotton. Ceiling 
prices for cotton delivered to mills in even running lots are also fixed with pro- 
visions for shipping margins. The geographic structure of the ceilings is 
identical with that used by the Commodity Credit Corporation for its cotton- 
loan program, and premium discounts are also arrived at in the same manner 
as CCC loan differentials. 


GCPR SUPPLEMENTAL REGULATION No. 9, ISSUED Marcu 5, 1951 
EXPORT EXEMPTIONS 


This regulation provides for the exemption of sales and deliveries of exported 
commodities under existing contracts. Authority is granted to merchant ex- 
porters to fulfill written contracts for export sales made prior to January 26, 
1951, and contracts for export sales made between January 26, 1951, and Feb- 
ruary 2, 1951, which were based on firm written offers made prior to January 
26,1951. Producer exporters are not covered by this regulation. 


GCPR SvuPPLEMENTAL REGULATION No. 10, Issuzp Marcu 5, 1951 
TEXAS CITRUS 


This regulation provides emergency relief for processors and canners of citrus 
juices in Texas who processed or canned grapefruit juice, orange juice, and/or 
grapefruit-orange juice blend during the period January 29, 1951, to March 1, 
1951, from oranges and grapefruit harvested during this period from the citrus- 
fruit growing area of Texas affected by the freezing weather conditions from 
January 29, 1951, to February 3, 1951. 


DO No. 1, AMENDMENT No. 1, Issurp FEeBUARY 26, 1951 
INSTITUTIONAL MEAT USERS 


Meat suppliers are directed by this amendment to take care of regular institu- 
tional customers based on the number of persons to be fed. By use of a formula, 
suppliers will determine the quantities that must be furnished to institutions 
upon the information to be furnished by the institutions. 


GCPR SUPPLEMENTAL REGULATION No. 7, ISSUED FEBRUARY 26, 1951 
MANUFACTURED FEEDS 


This regulation provides for adjustments in the selling price for manufactured 
feeds that become necessary as basic ingredients of these feeds are removed from 
GCPR listed commodities and put under a supplementary regulation, 


CPR No. 7, SUPPLEMENTAL REGULATION No. 1, IssueD Fesruary 27, 1951 


=f, 
CHAIN STORES AND MAIL-ORDER HOUSES 


This regulation provides for special pricing methods for certain chain stores 
and mail-order establishments, 


CPR No. 7, SUPPLEMENTAL REGULATION No, 2, ISSUED FEBRUARY 27, 1951 


=, 


ALTERNATIVE-PRICING CHARTS 


This regulation establishes alternative methods for preparing list-date pricing 
charts and pricing. 


CPR No. 31, AMENDMENT No. 1, IssvuED FEsRuUARY 28, 1951 
NEW PASSENGER AUTOMOBILES 


This regulation authorizes a 3.5-percent increase in manufacturers’ prices 
for new passenger automobiles. 
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GCPR AMENDMENT No. 4, IssuED FrsrRUARY 28, 1951 
“SECURITY” DEFINED 


The word “security” as used in the GCPR is clarified by this amendment as 


dineluding “bonds, stocks, and other evidences of indebtedness representing 


monetary indebtedness only.” Warehouse receipts are, as a result, not exempt 
from price control. 


GCPR SUPPLEMENTAL REGULATION NO. 1, AMENDMENT No. 3, ISSUED FEBRUARY 28, 
1951 


HARDSHIP ADJUSTMENTS 


Sellers entering into contracts with defense agencies are authorized by this 
amendment to apply in exceptional cases on a group basis for hardship adjust- 
ments, 

The following regulations and orders are now in process: 

Wholesale and retail food mark-up regulations.—Food regulations, three in 
number, are in good shape and are scheduled for issuance on Monday, March 12. 

Manufacturers’ regulation—A draft of the manufacturers’ regulation is 
scheduled for Monday, March 5. This draft will be used as the basis for dis- 
cussion with heads of commodity divisions and for industry consultation. 

Soap—At a meeting with the tallow industry advisory committee, the pro- 
posal was made to roll back the price of tallow. 

Cotton.—A cotton regulation setting a specific ceiling price on raw cotton has 
been issued. The prospects are that it will be the subject of much controversy 
during the coming weeks. This regulation was needed and we feel it is workable 
and enforceable. 

Wool.—We are continuing to try to develop a formula which will permit wool 
manufacturers to adjust base-period ceiling prices until such time as some 
means can be found to stabilize raw wool prices. 

Metals.—-Iron and steel scrap orders have been issued and seem to be operating 
satisfactorily. In addition, meetings have been held with a number of metal pro- 
ducers and haidlers and several regulations are now in the process of being 
drafted. 

Meat.—Work is in process on permanent beef regulations. These are difficult 
to write and it may be several weeks before they are completed. A pork regu- 
lation is being written and should be ready for issuance in a week to 10 days. 
A distribution and allocation order is being written. 

Exrport-import—Amendment to the freeze order honoring some export con- 
tracts is on my desk and should be issued in the next day or two. The whole area 
of import problems is settling down about as follows (exclusive of wool): 

On tin, tungsten, and some other metals—an interagency committee has made 
formal recommendations for buy-sell programs as the best means of insuring 
supply and bringing about stabilization. 

In the case of copper, further studies are in preparation. 

Regarding coffee and sugar, the general opinion seems to be to let the present 
situation remain for a while since no substantial problems seem to exist. 

Nonfood wholesaler regulations—Edward F. Phelps, Assistant Director in 
Charge of Commodity Divisions, has assigned one of his men to the task of head- 
ing a force for the purpose of developing a nonfood wholesaler regulation. This 
represents a new field since OPA was never successful in tackling the job. We 
feel that it is important since the development of more omnibus regulations will 
give our force more time to devote to developing tailored orders for individual 
industries not as yet covered. 

Services.—A regulation is now being drafted covering the general subject of 
services, which should be ready shortly. 

The following is a list of regulations issued by the Office of Price Stabilization 
during the period from March 6 through March 15, 1951. 


CPR 8 SUPPLEMENTARY REGULATION No. 1 IsSuED MArcH 6, 1951 


COTTON FUTURES 


A ceiling price of 45.39 cents a pound for all futures contracts on a grade and 
staple of cotton known as “White and Extra White, Middling 15/16 inch” was 
established by this supplementary regulation. Comparable prices were set for 
other grades. 
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CPR 6 AMENDMENT No. 1 IsSUED Marcu 7, 1951 
SHORTENING AND SALAD OILS 


This rolled back manufacturers’ ceiling prices for vegetable shortening and 


salad oils. It placed dollars and cents ceilings on these products, effective 
March 12, 1951. 


GCPR, SupPLEMENTARY REGULATION No. 5, AMENDMENT No. 1, ISSUED 
Marcu 7, 1951 


CAR DEALERS 


Automobile dealers are authorized to pass along the exact dollars and cents 
amount of the 34% percent increase granted manufacturers of new passenger 
automobiles. Territories and possessions were exempted from Supplementary 
Regulation No. 5 to GCPR, establishing ceilings for new and used cars. 


CPR 9, IssuED Marcu 7, 1951 
TERRITORIES AND POSSESSIONS 


Goods sold in the Territories and possessions of the United States, not actually 
manufactured or produced in the area in which they are offered for sale, are 
taken out from under the GCPR by this order, and placed under dollars and 
cents mark-ups. Ceilings are based on the most recent direct cost of a par- 
ticular commodity to the sellers, plus the dollars and cents mark-up included 
in the price at which the seller sold the same item to a purchaser of the same 
class during the base period of GCPR. Goods manufactured or produced in the 
Territories or possessions remain under the GCPR. 


GCPR, SupPpLEMENTARY REGULATION No. 1, AMENDMENT No. 4, ISSUED 
Marcu 8, 1951 


SOAP FOR SYNTHETIC RUBBER 
Soap purchased by the Office of Rubber Reserve for the manufacture of syn- 
thetic rubber placed under the price adjustment provisions of Supplementary 
Regulation No. 1 to GCPR. Under this provision, if a seller contracts to sell to 
a defense agency at a price higher than the ceiling price, the seller may apply 
to OPS for the difference between the contract and ceiling price. 
CPR 10, Issuep Marcu 9, 1951 
SOAP 
Under this order prices which soap makers may charge were rolled back to 


those which prevailed in December 1950, thus canceling out increases put into 
effect by most manufacturers in mid-January of 1951. 


CPR 6, AMENDMENT No. 2, IssuED Marcu 9, 1951 
TALLOW AND GREASES 
This rolled back the price of fancy tallow from a current ceiling price of 
about 18 cents a pound to 15 cents f. o. b., producer’s plant, in cars. All other 
ceiling prices on inedible tallows and greases, including those produced by 
renderers from scraps and trimmings collected from butchers, are to reflect 
their historic relationships to the price of fancy tallow. 


GCPR SupPLeMENTARY REGULATION No. 11, IsSvuED Marcn 12, 1951 


WOOL FLOOR COVERINGS 


This supplementary regulation, issued in the face of raising prices on the 
world wool market, granted manufacturers and wholesalers of wool pile floor 
coverings a 15 percent increase in prices. Retailers were told, however, they 
‘an pass the increases on to consumers only on an exact dollar-and-cents basis. 
The 15 percent increase is to be applied to list prices in effect between December 
19, 1950, and January 15, 1951. 
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CPR 11 
RESTAURANTS 


This order allows restaurants, cafeterias, boarding houses and other public 
eating places to adjust their food and drink menu prices to reflect actual 
increases in commodities costs, but prohibits any inerease in pre-Korean margins. 
It requires public eating places to maintain a “food cost per dollar of sales” 
ratio which is no lower than the calendar year 1949 or the period July 1, 
1949, to June 30, 1950. OPS said this order was necessary because many agri- 
cultural commodities were exempted from price controls by law and sharp price 
fluctuations have occurred, both before and after issuance of General Ceiling 
Price Regulation last January 26. The new order permits public eating places 
to raise prices when actual food costs occur but, at the same time, makes it 
mandatory for public eating places to reduce menu prices when food costs 
decline. 

CPR 12 
MILLED RICE 

This order sets specific dollars and cents on rice at the miller or processor 
level. It will not, however, affect rice prices at the consumer level. These 
prices still are controlled by the General Ceiling Price Regulation. CPR 12 
establishes specific dollars and cents ceilings for milled rice containing not less 
than 96 percent of whole kernels and grading U. 8. No. 2, and for broken 
classes of milled rice grading U. S. No. 2, packed in 100-pound containers. 
OPS officials said the order was drafted because the GCPR resulted in many 
disparities in prices of milled rice throughout the industry. 


GCPR SuprpELMENTARY REGULATION No. 12, ISSUED MArcH 14, 1951 
GREAT LAKES SHIPPING CONTRACTS 


By this supplementary regulation, OPS allows Great Lakes water carriers 
to carry out in full contracts entered into on or before January 25, 1951. ‘Such 
contracts usually are negotiated at the close of the navigation since the Lakes 
are closed to shipping during the winter months. Under the GCPR shippers’ 
contract prices were frozen at the highest level the shippers either delivered at 
or offered to deliver at between December 19, 1950, and January 25, 1951. None 
of the shippers made deliveries during this base period and consequently, they 
had no ceiling price. 

CPR 2, Revision 1, IssueD Marcu 15, 1951 
CATTLE HIDES, KIPS, AND CALFSKINS 

This regulation establishes specific dollars-and-cents ceiling prices on cattle 
hides, kips, and calfskins according to grade and type. The prices range from 
28% cents a pound for fully cured hides weighing 70 pounds or more to 387% 
cents a pound for hides averaging 30 to 35 pounds. Cattlehides, kips, and calf- 
skins are used primarily for shoe soles and uppers. 

It has been our position that, in spite of the issuance of the General 
Ceiling Price Regulation, it would be impossible to bring to an im- 
mediate halt a national economy that had been racing along at un- 
checked speed. However, there are present indications that there has 
been a slowing up as follows: 

The week ending February 14 showed the spot-market index at 
0.7 percent, an increase of 1.2 percent. Elsewhere prices advanced 0.5 
percent. This was the eighteenth consecutive week of increase in 
wholesale prices. 

The week ending February 20 showed the spot-market index declined 
0.3 percent, the first since November 24, 1950. Elsewhere prices re- 
mained unchanged after 18 consecutive weeks of continuous increases. 

The week ending February 27 showed the spot-market price index 
declined 0.6 percent. This was the second consecutive week of such ac- 
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tion. Wholesale prices declined 0.2 percent, the first decline since 
October 10, 1950. This does not necessarily mean that there will not 
be additional increases or fluctuations upward and downward for 
several weeks to come. However, there are clear indications that the 
helter-skelter increases that occurred from Korea until February 1 
have been slowed and that a new plateau of stabilization is in the 
offing. 

As an Appropriation Subcommittee you are necessarily interested 
in the expenditures that have been made and the expenditures con- 
templated. In the oranization of a new program and the employment 
of 2,700 people in the space of 6 or 7 weeks, there is bound to creep 
error and some confusion. It would be futile for me to attempt to 
tell this committee that every action that we have taken has been 
perfect. We have done the best we felt was possible under the cur- 
rent circumstances, but we are far from satished with our organiza- 
tion or with our program. Every possible effort will be made to 
improve and to perfect the organization to the day when we will 
have a smoothly functioning program. 

In many years of public life directly connected with the expenditure 
of State and municipal funds, it has been my attitude toward the ex- 
penditure of those funds that as a trustee I should be much more care- 
ful than I would be even with my own. As a director of a Federal 
program this attitude will not change and I am constantly seaching 
for methods to improve our fiscal-control program and our budgetary 
procedures. It is not my ambition to build a large organization for the 
sake of building one, but merely to do the best job possible with the 
minimum staff consistent with efficient operation. 

A proposed supplemental appropriation for the operation of the 
Office of Price Stabilization has been reviewed carefully by me with 
the members of my management staff and we feel that it is a fair 
estimate of what will be needed in the fourth quarter. I am very 
satisfied with our present operation, but I am convinced that in 
time we will be able to get rid of the bugs and at the next hearing 
present this committee with a better report and a more efficient 
organization. 

Mr. Cannon. You say you have had direct connection with ex- 
penditures of State and municipal funds, Mr. DiSalle? You served 
as mayor of Toledo, I believe. 

Mr. D1Satte. Yes. 

Mr. Cannon. One of the great industrial cities of the world. What. 
was your experience with State budgets? 

Mr. DiSatur. As a member of the legislature I served on the tax- 
ation committee of the legislature. 


ORGANIZATION 


Mr. Cannon. That was valuable experience and you can under- 
stand what we are up against. I wish you would give us briefly, Mr. 
DiSalle, the structure of the organization you are establishing to ef- 
fectuate price stabilization. 

Mr. DrSatie. While we have the national office, of course, we also 
have 14 regional offices, 13 for the United States and 1 regional office 
for the Territories. We have district offices at this time. The last 
report I have we had about 101 offices opened or in the process of open- 
ing. That is the report I received this morning. Our offices are 
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selected on the basis of trade areas and as consistent as possible with 
the geographical necessity of serving their areas. 

Mr. Cannon. Are your regional and district offices the counterpart 
of any existing pattern of Federal field offices / 

Mr. DiSatie. Our regional offices were selected by Presidental 
order and I would imagine on the recommendation of the Bureau of 
the Budget. 

Mr. Cannon. And they would correspond with similar 

Mr. DiSatxx. Similar operations. Our district offices are subject 
to the same kind of screening by the Bureau of the Budget. 

Mr. Cannon. Suppose you supply for the record a list of the re- 
gional and district offices by locations—by geographical location— 
with an indication of the anticipated total personnel of each as of the 
end of the fiscal year June 30. 

Mr. DiSarte. All right. We can do that for you. I could give you 
the location of the regional! offices right now. 

Mr. Cannon. You can supply that for the record. 

(The information requested is as follows :) 


Location of district offices, Office of Price Stabilization 





} } | 
Class 
City and State | 7 pres } City and State ‘Sars, Seat — | Total 


New York, N. Y | X | ; _. || Oklahoma City, Okla_-_- 
Los Angeles, Calif ie Pe RES BO Fort Worth, Tex. cout 

Detroit, Mich-_---.-- a i. | Savannah, Ga 

Chicago, Tl ; X | Peel eet Toledo, Ohio 

Oakland, Calif_--- | | Trenton, N. J_. 

Indianapolis, Ind Lubbock, Tex_-__-- ‘ 
Pittsburgh, Pa-- BO 8 | Seer 

Newark, N. J || Portland, Maine 

Louisville, Ky | Frie, Pa : } 

Des Moines, Iowa Shreveport, La_-..-.-----| 
Baltimore, Md Rochester, N. Y.....-----}i.- 

St. Paul, Minn | Washington, D. C__...---|_- 
Jackson, Miss--_- \| Providence, R. I__....---| 

Peoria, Ill_. | San Diego, Calif_- 

St. Louis, Mo-_- PRoemix, Ale. ........- 

Columbia, 8. C Norfolk, Va. -.---:--- 

Springfield, I : Camden, N. J_-- 

Charlotte, N. C_. || Salt Lake City, Utah....-}_-._}___.| 
Raleigh, N. C- J Albuquerque, N. Mex..-_-}__._}___-| 
Charleston, W. Va..---- Duluth, Minn | 
Hartford, Conn | Sioux Falls, S. Dak_- 

Nashville, Tenn | Springfield, Mass 

Dallas, Tex - Spokane, Wash 

Cincinnati, Ohio-_- | Fargo, N. Dak----- 

Little Rock, Ark. _.- || Helena, Mont___._._-----} 
Wichita, Kans | Concord, N. H 
Milwaukee, Wis Boise, Idaho 

Houston, Tex : Montpelier, Vt__---_---- 
San Antonio, Tex... ---- | Wilmington, Del__-__-- - 
Kansas City, Mo_. Cheyenne, Wyo-_--__------ 
New Orleans, La____-_--- Reno, Nev 

Grand Rapids, Mich-- 
Seattle, Wash--.___- 
Birmingham, Ala 
Portland, Oreg ae Siw 
Green Bay, Wis__._------ Reyes mae 
Columbus, Ohio 

Buffalo, N. Y 
Jacksonville, Fla 
Syracuse, N. Y 
Memphis, Tenn____-_-- ae 
Montgomery, Ala-_-__-_-- 
Miami, Fla 

Omaha, Nebr 

Denver, Colo._......---- 


7 


Ann 


1 


1 a 


aapaei Total offices opened 
by Mar. 14, 1951__ 

| 11 offices to be opened by 
the end of March..-__-}____|__- 


Total numberof 
district offices by 
Mar, 31, 1951 


} 

| Estimate: Average em- 
| ployment for district 
| offices at June 30, 1951, 
oe 3 Wee 
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This classification of districts for budget estimation purposes is based on a potential workload index 
developed from recent census figures showing for each of the areas involved numbers of retail outlets, whole- 
sale outlets, and factory establishments, 





498 


DEVELOPMENT OF TYPICAL PRICE CONTROL ORDER 


Mr. Cannon. Now, in order to get an idea of the routine you are 

following at the present time, will you describe the development of a 
typical price control order and give us some information on’ the 
various steps you have taken and the source of your basic data, indus- 
trial hart ea or proclamation, the type of information sent to 
the field, and especially your enforcement procedure. 

Mr. DiSauie. Generally, I would say, take a fairly recent order— 
Regulation No. 7, dealing with retail trades other than foods. 

Mr. Cannon. A general order ¢ 

Mr. DiSaute. That is right. 

Mr. Cannon. Why was food excepted ? 

Mr. DiSauie. We handle food in separate regulations. There are 
many factors in handling consumers’ soft and durable goods that it 
would not be practical to handle together. 

We started writing that regulation in December 1950. We pulled 
in people with experience in retail trades, several people as consult- 
ants in that field, and they began writing the ee F modeled on 
the basis of price regulation 580, which was proven after many years 
of experimentation, to be the best practical method of approaching 
the subject. 

Mr. Cannon. Was that used in the Second World War? 

Mr. DiSautie. Toward the latter part. This was the last regula- 
tion they fully perfected. 

Mr. Cannon. And what statistics did you have to go on? 

Mr. DiSatie. We got our statistics from the Department of Com- 
merce, the various industry trade associations, retailers were called 
in for consultation, industry advisory committees were consulted as 
far as practicable. The regulation took approximately 3 months to 
write and to perfect. 

Mr. Cannon. Did you have a general agreement on that, Mr. 
DiSalle, or did you have to override some objections 4 

Mr. DiSatie. We had general agreement though there were objec- 
tions. Some of the retail trade felt the regulation was too restrictive, 
but we felt we had to be restrictive to have effective price controls. 
They felt restrictions in the regulations which were put in for the 
purpose of effecting the pre-Korean relationships were too difficult. 

Mr. Cannon. There was a general feeling that previous efforts to 
secure voluntary compliance had been somewhat ineffective ? 

Mr. DiSauye. There was no question about it. We issued this on 
December 19 and asked people to roll back their prices to December 1. 
Some isolated companies did comply. But in the early part of Janu- 
ary one company came in with 500 of his suppliers and showed that 
462 suppliers had increased their prices since December 1. He said, 
“It is impossible to continue to exist on rolling back our prices to 

December 1 and attempt to absorb the increases forwarded on to us 
by our suppliers.” 

I also had a case of a retail hardware man who came in with hun- 
dreds of invoices in December covering practically every item in his 
store. He said, “How can I, handling the finished product to the con- 
sumers, absorb these increases?” There was no question about it. He 
could not. 
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Eight to ten percent of business attempted to comply with our 
standards. Many of the others could not for reasons of competi- 
tion. Others disregarded everything and felt this was the time they 
could get everything there was out of it. But the same group did at- 
tempt tocomply. Nothing else could be done. We had no organiza- 
tion, no enforcement machinery, no staff to talk to people and so the 
voluntary approach was better than none at all. 

Mr. Cannon. Having determined the procedure and the nature of 
your proclamation, how did you disseminate it? What steps did you 
take to be certain it reached every person concerned ? 

Mr. DiSatie. We immediately transmitted to our regional and dis- 
trict. offices the contents of the regulations and used whatever press 
and radio coverage was possible to use. We called in the trade asso- 
ciations and they in turn contacted their membership. The United 
States Chamber of Commerce has been very helpful in circulating to 
their membership these various orders. 

Mr. Cannon. You found the press and trade associations coopera- 
tive. 

Mr. DiSauie. Very, very cooperative. 

The Journal of Commerce has, for instance, gone to the trouble of 
printing the text of the more important regulations issued. 

Mr. Cannon. Now, having notified your regional offices and field 
offices, what steps did you take to secure enforcement ? 

Mr. DiSatite. We have had considerable trouble with our enforce- 
ment program. You see, the Office of Price Stabilization was created 
on January 24. Prior to that time Economie Stabilization Adminis- 
tration handled enforcement—the legal and the enforcement. It 
was not until January 24 that the Administr: itor, Mr. Johnston, was 
sworn in and created the Office of Price Stabilization and delegated to 
us responsibility to oversee every operation of that Office. 

So, on or about January 24, Admiral Hoover, who was director of 
enforcement for ESA resigned and we looked around for an enforce- 
ment director and came up with Jiggs Donohue who had been the 
Bridges prosecutor. We felt he had the qualifications and after about 
10 days the President appointed him Commissioner for the District of 
Columbia. So we had to start searching again for a new director and 
appointed Edward P. Morgan who was ‘Chief of Field Operations for 
the FBI. 

Mr. Cannon. Yes. His selection was a particularly happy selec- 
tion. I think you have the right man there and I take it for granted 
that your judgment has been corroborated. 

Mr. DiSauir. He has picked a deputy with 25 years’ background of 
FBI experience who handled the Kansas City office and has been 
able to secure very good cooperation with the Department of Jus- 
tice and has been appointing men in the field with good investigatory 
background and good enforcement background. 

We have been able to secure former district attorneys to go into 
the field and a very substantial percentage of FBI agents to work 
in the investigatory branch. So, I think our enforcement program will 
be not only effective but consonant with an effective operation, one 
where these people are trained to know how to handle people and not 
resort to Gestapo practices or trapping. It will help the program 
rather than reflect it. 
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REGULATIONS 


Mr. Cannon. I have been Connposnied on the number of regula- 
tions you felt necessary to issue. I had hoped that a few compre- 
hensive over-all regulations would be sufficient. The more regula- 
tions issued the more complex the situation becomes and the more 
difficult it is to understand and the more room there is for charges 
of discrimination. You could not have secured the same result by 
fewer and more general orders or regulations ? 

Mr. DiSatie. We are attempting t to do that. We have under con- 
sideration at this time a manufacturers’ regulation which we feel 
would be of general application. Yesterday, our people met all day 
long with a group of 30 representatives of various manufacturing in- 
dustries. They found great difficulty trying to cover various indus- 
tries in one regulation. I think we are going to be able to get along 
with fewer regulations than OPA because we can use the omnibus 

regulations, the retail regulations, the food regulations, which they 

experimented with to achieve. We are going to attempt to write a 
wholesalers’ regulation to cover the wholesale trade. But in all these 
regulations you will find specific cases to be covered with specific 
regulations that we cannot cover with general orders. 

Mr. Cannon. In a general way you are in a better position to say 
that those to whom these regulations apply—that the same regula- 
tions are made for every body and ev nt ip is receiving equal con- 
sideration. 

Mr. DiSatxz. That is our aim. 

Mr. Cannon. Of course, you cannot remember all these regulations ; 
however, will you check up separately on each type you have issued 
or you expect to issue and tell of its application, why it is necessary 
to issue that particular type of regulation and the objective? That 
is the intended effect you expect to secure. 

Mr. DiSatte, I will be glad to. 

Mr. Cannon. In how many types could you classify them? 

Mr. DiSatie. Well, there will be a basic regulation for each phase of 
business life. There will be a basic manufacturers’ regulation, a basic 
retail regulation, for soft goods, and for durable goods; a basic whole- 
sale regulation to cover retail and wholesale fields, a basic metal reg- 
ulation. But from all these basic regulations will develop regula- 
tions designed to cover a particular segment of that field that is not 
covered or would be forcing a hardship category due to the operation 
of the regulation. 

For example, in the field of livestock, a beef regulation would cer- 
tainly not apply to pork or vice versa. There will have to be separate 
regulations. Livestock will break out into four or five regulations. 
We cannot cover them all in one. 

Mr. Cannon. You have additional livestock regulations in con- 
templation ? 

Mr. DiSaute. Yes, sir. 

Mr. Cannon. I noticed in the press this morning—— 

Mr. DiSauie. We have a beef regulation being written and a pork 
regulation. 

Mr. Cannon. Does that apply at the counter, in the market plate, 
on the farm, or at the point of production ? 

Mr. DrSatie. It will apply from the point of production to the 
point of sale. 
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OBSERVANCE OF PARITY IN DETERMINING PRICES 


Mr. Cannon. Every effort will be made to arrive at an equitable 
price, and you will observe parity in determining prices being im- 
posed ¢ 

Mr. DiSauix. Yes. Beef is at 141 percent of parity right now. 

Mr. Cannon. What about hogs? 

Mr. DiSautte. They are right about parity. They have been below 
parity most of the time. It keeps fluctuating back and forth. 

Mr. Cannon. It is axiomatic, Mr. Director, that in an inflation the 
farmers’ prices rise last and fall first. That was true in the last war 
and in the recent wartime developments. Since 1945 industrial prices, 
dividends, freight rates, price of farm machinery, fertilizer, wages 
of all classes of labor, especially farm labor, and the national income 
and the Federal revenue have reached peaks never before attained. 
I suppose you might say they are now at the highest point of many 
years. 

Mr. DiSatie. That is right. 

Mr. Cannon. With one exception, however. The price of hogs has 
been dropping until recently. It went up above $30 and went down 
to below $18. 

Mr. DiSauie. That is right. 

Mr. Cannon. Well, while everything else was going up together 
including the cost of producing the hog, the price was falling. You 
will take that into consideration so no step will be taken to place it 
lower than parity ? 

Mr. DiSauie. Under the law we are bound to observe parity. 

Mr. Cannon. And that will be the only equitable course to take. 

Mr. DrSatie. There is no question about that. I am not nearly as 
excited about parity as some people are. Foodstuffs below parity 
rising to parity would effect a 2-percent increase in the cost of living; 
and those above reduced to parity would mean a decrease of 114 
percent. 

Mr. Cannon. At the same time, there is no consumer in the country 
that wants the price reduced who is also willing to have his income 
reduced to the point it was when foodstuffs were at parity. 

Mr. DiSatix. A sound agricultural economy is as necessary to the 
Nation as anything we can have. 

I traveled through Europe a year ago and saw the situation in 
France where they ‘imported people from Germany and Italy to till 
their soil. The French farmers’ standards was so low that there 
was no incentive for him to operate a farm in France. And we cannot 
permit that condition to eerie, seh 

Mr. Cannon. That is very much in point. Ifa farmer is restricted 
to a lower wage for his labor and a lower income from the price of 
his product than others are receiving, it affects the national economy. 
The situation you referred to reminds me that I went down to break- 
fast one morning in the Hotel Ritz in Paris. That is one of the most 
elaborate hostelries in the city. Three waiters waited on me, one 
drew out the chair; one handed me the menu and the third unfolded 
the napkin. 

Mr. DiSauie. Waiters are much cheaper than food in Paris. 

Mr. Cannon. I said, “Bring me some bacon and eggs.” One of 
them bowed and said, “We have no cereal and no bacon and no eggs.” 
So, I said, “Bring me a little milk and butter and bread.” He ‘said, 
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“We have no milk and no buttaire.” I said, “What do you have?” 
He said, “We have bread and marmalade.” So he brought me some 
bread and marmalade made out of turnips and molasses. That was 
as a result of depressing the income of the farmer. We would have 
the same result in the United States if we had the same illogical and 
improvident policy. I realize you check and recheck your procedure. 
Do you check to make certain that your orders represent. unbiased 
judgment, that they are fair from every point of view? 

Mr. DrSauie. Whether they are fair or not ? 

Mr. Cannon. Equitable. 

Mr. DiSaure. It is usually the determination I have to make. We 
do it through consultation with people in industry, with various 
Government Departments that have information that we think would 
be helpful to us, Commerce, Agriculture, Labor, and then from the 
studies of our own people and our economists, price specialists, and 
business analysts, and whatever information we are able to get from 


our own people and our own general knowledge of conditions in each 
of these positions. 


PROCEDURE FOR APPEAL FROM REGULATIONS 


Mr. Cannon. Well, you let every man have his day in court, and 
in the event he considers the application. of the regulation unfair, he 
has a method by which he can register protest and you have an 
appeal procedure? 

Mr. DiSatie. Wedo have. Yes. 

Mr. Cannon. What is the nature of it ? 

Mr. DiSauie. We have had no appeals filed as yet, but we do have 
in our staffing pattern provision for them. We do have provision 
for their day in court. Some go to jail at the end of the day. A good 
many people, of course, are still dissatisfied. 

Mr. Cannon. It would be difficult to establish any procedure that 
would have no inequalities on which a man is entitled to be heard; 
and you make provision for that. 

Mr. DiSauie. Yes, sir. 


COMPLIANCE 


Mr. Cannon. What has been your experience with compliance so 
far ? 

Mr. DiSauxe. It has been very good. Our checks made by enforce- 
ment people indicate a high percentage of Seenpience. But better 
than that is the fact that all the Bureau of Labor Statistics which 
will show overceiling charges—their own reports indicate a good 
general compliance with the regulations as they exist. 

Our enforcement, as I said before, is being developed at this time 
and we feel it will be a very good program. We do have a crew 
in the national office we can use to make spot checks where people feel 
there are some inherent difficulties. But I have a lot of faith in 
business people and in farm people that you can issue regulations 
and they will attempt to comply. That is our experience with law 
in this country. There are a small percentage of people who break 
the Jaws. 
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ave?” si 
Mr. Cannon. Generally we are a law-abiding people. 





>» 7 
Oa > Mr. DrSazze. I think we have. We have the National Produc- 
Ihave [tion Administration regulations, and business complies with them as 
nland [—  farasthey can. ; AES 
edure. Mr. Cannon. They realize it is to their own interest to do so. 
biased Mr. DrSatie. That is right. 
; CONTROL OF NEW ITEMS 

W } Mr. Cannon. How do you propose to control new items, commodi- 
inte Ve ties not in existence at the time the regulation was issued or items 
aes which have been subsequently improved or modified? How do you 
would > meet that situation ? 
a the FF Mr. DiSauxe. The general ceiling price regulation contains a pro- 
and ' cedure set up for pricing new items and in our specific regulations we 
from cot up a procedure. General Regulation No. 7, a retail regulation. 
each - We have an appendix of various categories which may be used for 

' pricing smaller items, new items. If there is no procedure we pro- 

_ vide for the right of a separate application to our office for a price. 

3 Mr. Cannon. You say that you have in process the formulation of 
and _ regulations that will be permanent and which will apply generally. 
ir, he About how long do you expect it would take you to get such regula- 
a tions working and get a system practically self-operating ¢ 

Mr. DrSatte. I think it will be 6 months at least, if not longer. 

Between 6 months and a year to cover the entire field. We are at- 

' tempting to be as careful as possible in seeing to it that everybody gets 
Ai % his day in court, as you put it. And that takes time. 
al : Our food regulations were scheduled for issuance about a week or 
ood z 10 days ago but in the meantime more people have wanted to be heard 


on it and there is more information available. And we have had to 
that A give these people opportunity to be heard. 

Mr. Cannon. After they have been heard and everyone has had the 
opportunity to present his case and there is general acceptance of 
them, there will be little difficulty ¢ 

Mr. DiSaute. That is right. There will be a very few doubts after 
the last person is heard and the time the regulation is issued. 


“ard 


-@ SO NUMBER OF PERSON NEL 


Mr. Cannon. You say in your statement here, as of March 2 you 


vial had 1,107 in the national office. What is your employment record as 
eat of today? : r 

Aaa Mr. DiSarte. Week ending March 9 is 3,373 people between the 
? national office and the field offices. 

aA Mr. Cannon. And how many do you expect to have by June 30? 
cba Mr. DiSarie. June 30, 2,700 in Washington; 13,500 in the field: 
ry 6 Ss«i16,200. 

oe Mr. Cannon. You say here on page 17 of your justifications that 
a lapse personnel to be employed by the fourth quarter is 35 percent 
ls at approximately $1 million. Is it a reasonable expectation, Mr. 
lng DiSalle that you will have a full quota of 16.200 during May and June / 


Mr. DiSatie. Through May and June? No. I do not think we 
will have a full complement. 
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Mr. Cannon. Generally speaking, where are you recruiting your 
employees? Do you get them from other agencies of the Government 
or from private enterprise ? 

Mr. DiSaute. Largely from civil service. 

Mr. Cannon. Preferably civil-service employees? You depend 
largely or entirely on the civil service? 

Mr. DrSattr. Principally the civil service. Some members of Con- 
gress have been kind enough to recommend some to us. 


Mr. Cannon. Have you been able to transfer from existing Govern- 
ment agencies ? 


Mr. DiSatiz. Yes. We have. 
Mr. Cannon. And some of them doubtless have had experience in 


OPA? 
Mr. DiSatxe. A pretty good percentage of people with OPA back- 
ground. In fact we are having a list made up now to show the number 


of our employees who have had OPA background. 
DELEGATION OF AUTHORITY TO FIELD OFFICES 


Mr. Cannon. What is the working relationship between your re- 
gional and district offices and what is the extent of authority you dele- 
gate to each type of office ? 

Mr. DiSauie. We intend, as soon as we.feel our regional and district 


people are oriented to the program, authority to make adjustments 
in the field for local situations. 


Mr. Cannon. Is that the plan followed by OPA? 


Mr. DrSatie. Yes; there were adjustments in the case of com- 
munity food prices which were done daily by the local offices. 


PROBLEM OF SPACE 


Mr. Cannon. Well, you are occupying about the same amount of 
space that OPA occupied ? 

Mr. DiSatztz. No. In fact, space is one of our most difficult 
problems. 

Mr. Cannon. You do not require more space? I believe you inti- 
mated some time ago, probably yesterday, that you would not require 
as many employees as OPA. That would mean you would not require 
as much space. 

Mr. DiSa.ix. At the present time I think we use about 45 square 
feet per employee, where the ordinary Government department uses 
about 90 to 100 square feet. It is very difficult to bring people in— 
men who have had good executive positions in private industry—and 
put them in a bull pen with stenographers all around them and tele- 
»hones ringing and attempting to carry on conversations with people. 
t is almost impdssible to work under conditions like that. 

Mr. Cannon. Will the decentralization plan which appears to be in 
progress provide more space? Have you had any assurance that as 
they decentralize you will be allocated more space 





Mr. DiSauie. We have been fighting the problem for a couple of 
months and although we have been getting more space, it will not be 


sufficient. We will need somewhere in the neighborhood of 3C0,000 
square feet. 
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Mr. Cannon. In Washington? 

Mr. DiSautr. Yes. At the present time we have about 185,000 
square feet—or we will have it by the end of March. 

(Figure represents space alloted to Economic Stabilization Agency, includ- 
ing Wage and Price.) 

Mr. Cannon. Up to this time there has been no commitment for 
extra space for you? 

Mr. DiSatze. I do not think it is right by the nature of our opera- 
tion. Most of our commodity people will come from private industry. 
There are those people who are making sacrifices to come here and we 
at least ought to give them decent quarters within which to work. 


OBLIGATIONS 


Mr. Cannon. How much of your current allocation of $7,952,282 
had you obligated as of the end of February ¢ 

Mr. Coox. I have the figures as of March 9. 

Mr. Cannon. That is better still. 

Mr. Coox. Up to that time we had obligations of $6,280,000. 

Mr. Cannon. And something like $1,700,000 ? 

Mr. Coox. Roughly. 

Mr. Taper. $1,700,000. 

Mr. Cannon. You said $6,280,000 ? 

Mr. Cook. $1,700,000 unobligated. We are dealing with Price alone. 
There was $9,000,000 for both Wage and Price and in addition to that 
there was an allocation to the Wage Stabilization Board of $660,- 
000 and $400,000 reserve held by the Administrator’s office. 

Of the amount allocated to the Office of Price Stabilization it was 
$1,700,000; the other was made up of $660,000 for the Wage Stabili- 
zation Board and $400,000 reserve held in Eric Johnston’s office. 

Mr. Cannon, Will that take care of your personnel to the end of the 
month of March? 

Mr. DiSaure. It will. 

Mr. Coox. It will with close checking. 

Mr, Cannon. That is your policy? 

Mr. Cook. Yes. 

Mr. DiSauie. We will be in difficulties shortly after the Ist of April 
if we do not receive help. 

Mr. Kirwan. Mr. DiSalle, most of your work in public life has 
been in the legislative branch ? 

Mr. DiSatie. That is right. 

Mr. Kirwan. As mayor of Toledo, which is quite an industrial 
city—one of the best in America—I guess you have the largest coal 

port in the world, supplying coal to the Northwest, and it is a gate- 
way for the automobile center in Detroit. I was reading some time 
ago in a magazine that through your cooperation you were able to 
take that city as mayor and coordinate it with the business and manu- 
facturing people and eliminate a lot of wildcat strikes. There was 
quite a chapter eulogizing you as an administrator. 

I heard you say you had been in Europe to study conditions there 
and you were selected from the Mayors’ Conference to represent the 
mayors of this country. 

Mr. DiSauze. That is right. 
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Mr. Kirwan. I think in choosing you the President chose a man 
who was in a position to carry out the enforcement of price stabiliza- 
tion successfully. Turning again to your home city of Toledo, as 
mayor there until recently, you took this job and left there with good 
faith and a good feeling. You can easily find out through the ehief 
of police what is going on there in the line of enforcement. 

Mr. DiSauie. That is correct. 

Mr. Kirwan. And when you have that at your disposal and your 
fingertips then you pretty well have your finger on the pulse of the 
Nation, as Toledo like any other city, whether in Maine or California. 

Mr. DiSauie. People are pretty much the same. 

Mr. Kirwan. They are still about the same American people whether 
in Toledo, Mississippi, or California, wherever you may go. 


NUMBER OF ITEMS TO CONTROL 


Can you give us just a rough estimate of how many items or mate- 
rials come under this act ? 

Mr. DiSauxe. The Office of Price Stabilization estimated them ,at 
somewhere near 8,000,000 items to control. 

Mr. Kirwan. That you would be called upon to enforce? 

Mr. DiSaute. Yes. 

Mr. Kirwan. And there was only one to-be enforced back in the 
1920s—and that was alcohol. It took a number of enforcement. offi- 
cers and the courts to see they kept the jails and asylums empty as 
much as they could instead of filling them. So you will be called upon 
to do quite a job with 8,000,000 items. 

You know this from your experience as an administrator and legis- 
lator and the press has said you were one of the best in the country, 
I think the President has chosen a good man to look after price 
stabilization. 

PERSON NEL 


Mr. Wuirren. Mr. DiSalle, with reference to personnel, how many 
employees do you say you have now in the Washington office? 

Mr. DiSauixe. About 1,300. 

Mr. Wurrren. And how many in the field as of today ? 

Mr. DiSatie. About 2,142. 

Mr. Wurrren. How many of these people have been transferred 
to you from other agencies! Do you have that or could you supply 
it for the committee ? 

Mr. DiSatix. We could supply it. 

Mr. Wurrren. I would like for you to supply it by agency as to 
what agency transferred people to you. 

Mr. DiSauxe. I had occasion to look into the Mississippi situation. 
All the employees were transferred from other agencies. 

Mr. Wuirren. You did not find out how much it cost them? 

Mr. DiSatie. We have no evidence of that. 

Mr. Warren. You are not going to be just as blind to evidence in 
enforcing this law with regard to what has been going on down there? 

Mr. DiSauie. That is still under investigation. 

Mr. Wurrren. By whom? 

Mr. DiSauie. The FBI. 











Mr. Wurrren. How about your agency? 

Mr. DrSauie. Our agency is cooperating with them. 

Mr. Warrren. I am not trying to take this out on oe I do not 
think I attributed it to you nor do I hold you responsib 

I was district attorney for 5 years and it is my observation, if I 
may be permitted to say so here, that your success or failure is going 
to depend on the kind of people you have dealing with this matter in 
the field. 

Mr. DrSate. I don’t think there is any question about that. 

Mr. Wurrren. And if, as was charged in Mississippi, this went on, 
who will pay the most for it? You can see from the start. 

Mr. DrSaute. If I get any evidence of that existing with reference 
to any people in our oflice in “Mississippi, you will bet that these people 
will not rest until they pay the complete penalty. 

Mr. Wurrren. Now, I reply to you as a man did tome. Isi aid, “If 
you get the evidence I will do something about it.” He said, “No; 
it is your job.” You say, “If we get you the evidence.” 

Mr. DiSaute. I said, “If we eet the evidence.” 

Mr. Wuirten. It is like the man told me. It is your job. It isa 
bad one; but you took it. This thing is very important because your 
agency is going to be in everybody’s hair by virtue of the type of job 
you have vot and the type of folks you have will determine the type of 
cooperation, not only in Mississippi but elsewhere. 

I would like to know how you hire your people because if a group 
is unloading a bunch of people on you we would like to find out. It 
may be you are not responsible. Have you an order to put on any 
people in Mississippi other than folks who apply ? 

Mr. DiSatie. We have not. We have no orders in any office to 
clear anybody with anyone. Our orders in each regional and district 
office are to hire the people on the basis of qualifications and to go to 
the civil-service rules. 

Mr. Wuirren. In pressing you on that, I do not feel I am needling 
you because you are dependent on that practice. 

Mr. DrSatue. I understood. The best politics is doing a good job. 
And you can’t do a good job with poor people. 

Mr. Wuirren. And can't do it at all and I have never had anything 
to do with recommending people to you or the OPA. TI do not seek 
it now and do not want it. Those in public life Ath to be more 
anxious about those they recommend because they are responsible 
for such actions. 

Mr. Wic6Leswortn. It looks to me that is a pretty broad area for 
price control. 

Mr. Wirirren. You mean the sale of jobs? 

Mr. Wiccieswortnu. To follow that up, someone said that 
rescinded in Mississippi—like selling peanuts down there. 

Mr. DiSaute. I wish you wouldn’t use the term “vou selling.” 

Mr. Wutrren. I don’t mean you. But the charge was made that 
it had to do with the Office of Price Stabilization. 

Mr. DrSarie. I want to point out, Congressman, that those jobs . 
proposed to be sold in Mississippi were nonexistent jobs so far as our 
Office is concerned. We have no iobs as county price director or other 
similar names. I pointed out that that would be a good place to sell 
the Brooklyn Bridge. 

Mr. Wuirren. Shakespeare s says. “What’s in a name?” 


was 
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They had experience with OPA so it was logical to believe you 
would have local people given those jobs mainly—people in local 
areas. You won't have county or smaller offices in the district office / 

Mr. DiSaxe. District offices or subdistrict offices. No county office 
breakdown of any kind. 

Mr. Wurrren. I hope you can handle your job that way. It will 
be less expensive and better operated. 

I want to talk with you about some other things that, perhaps, I 
am imposing on the committee in doing it and maybe on you. But 
this may be the last chance I will have to discuss this type of thing 
with you. 

COTTON 


I come from a cotton section and am familiar with the objections 
filed about the cotton order. I want to say to you we advcated the 
price control across the board as of the time of Korea. I think the 
country and the people would be much better off if we had done that. 
Here is what I wanted to discuss with you in connection with the 
cotton order: When it first came about it was said you did not put it 
on raw cotton but on the gin. But nobody gets cotton if you haven't 
any gin. 

Mr. DiSauze. I think the correct statement was we ought not: to 
put it on at the producer level but at the gin level. 

Mr. Wurrren. There is no way for you to know all these ramifica- 
tions on farm terms. 

PARITY 


Mr. DiSaute. I have been getting quite an education. 

Mr. Wurrren. Some of us that know some things have no contact 
with others and we would be just as dependent on those that do. But 
here is what 1 want to discuss with you. I think it has a sound basis 
for discussion. Reading from the statement and listening to you, you 
use the word “parity” with regard to farm products as if parity was 
a fair price for the farmer under present conditions. Now, 1 just want 
to discuss with you what parity is. Parity has to do with 1909-15 
comparisons. In 1907 in New York State a survey made in that year 
showed the average value of a farm was 74 percent in real estate. In 
1947 only 45 percent was real estate. In 1907, the average expense 
of a farm was $657. In 1947 the expense of operating that same farm 
was $9,248. It had gone up 14 times but the value of the products had 
gone up only 9 times. Back in 1907 most of the value of the farm, 
being real estate, you did not have the depreciation and wear and tear 
on equipment which is also an additional cost in 1947. But your 
degree of parity is based on that. 

Here is something else and I come from an agricultural area and we 
are dependent on you realizing some of the things we try to point out. 
Parity was set up by Congress not to determine what the farmer 
should have, but as a measuring stick of the supports Congress would 
give. It was comparable to a minimum wage law. That does not say 
what industry shall pay, but that is the floor, Ninety percent parity 
was what Congress determined—the point at which they would sup- 
port the price. When you get talk on the part of some to roll back to 
parity, it is like being called upon to roll wages back to the minimum 
wage requirement. 
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AVERAGE WAGE 


Do you have the average wage rate today? You were requested by 
Mr. Johnston to put it in the record. 

Mr. DiSatie. Weekly, it is pretty close to S60. 

Mr. Wiurrren. And that on a 40-hour week being the average. 

Mr. DrSauve. With a 40-hour week being the average’ I don’t think 
so. I don’t think it is based on the 40-hour week. 

Mr. Wurrren. Well, you can easily see. The average wage is in 
excess of $1 whereas the minimum Is 75 cents. 

This is vital to agriculture—to keep in your mind that parity is 
not what Congress determined to follow, but the place at which the 
Government will step in and try to support it. 

Mr. DiSauie. We realize that and under the act we are not only 
limited by parity but what was the highest price in the May 24 to 
June 24 period. 

Mr. Wuirren. Yesterday’s paper carried a statement quoting your- 
self that there were a number of changes which would have to be made; 
that these changes in the law were being made at the present time and 
one of the principal things was this proposition that you could not 
control farm prices until they reached parity. That was a quotation. 

Mr. DiSauie. 1 would not think it was very accurate. 


ROLL-BACK OF PRICES 


Mr. Wurrren. Now, you understand I am not trying to say here 
what the price should be with regard to agriculture and wages. That 
is your job but in trying to determine it, 1 think those of us who have 
worked in the agricultural field in Congress should point out that 
parity is not something you can look to in trying to roll prices back 
unless you intend to start to cut off production which may relieve us 
in the long run. Agriculture this year is being called on to produce 
all-out. 

Mr. DiSauie. I took that into consideration when we fixed the price 
of cotton at its present levels. We feel a roll-back would be harmful 
to production. 

Mr. Wutrren. I heard your statement here but have not read the 
press with regard to various roll-backs and what 1 am trying to do is 
not to run your business, but 1 think from all accounts you realize the 
only way to run your business is to get information from those familiar 
with it. 

Mr. DrSauxe. There is no question about that. There are 4,000,000 
business concerns. I could not expect to be familiar with them. 

Mr. Wurrren. And no one could expect you to do that. 

Mr. DrSauie. And then make my own judgment accordingly. 

Mr. Wurrren. No, no. Not with regard to parity. That is fol- 
lowed in fixing prices anywhere. Do you know any place where the 
cost of production is not considered except with regard to parity ¢ 

Mr. DiSauix. I do not know. 

Mr. Wuirren. You just explained to us that costs on certain items 
have gone up but parity does not take into consideration the cost of 
production. This is a matter of record in New York State from 
1907 to 1947. The cost went up 14 times and the sale price only nine 
times. 
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Mr. DiSatie. Except parity does contemplate the cost to the farmer 
of the item he buys. : 

Mr. Wuirren. It is a comparison of purchasing power. It is sup- 
posed to give him approximately the same purchasing power he had 
in 1909 and 1914. But if he spent his total gross income in running 
that farm he can buy nothing. Can he? 

Mr. DiSauxe. That is correct. 

Mr. Wurrren. You better not get into a discussion about parity 
unless you have studied it or are going to because you will find this 
is one place—— 

Mr. DiSaute. I have spent a lot of time in studying parity and I 
keep constantly on my desk a memorandum dealing with it. 

Mr. Wuirren. And in your discussion of it you have revealed it is 
something like a fair price to the farmer—like a 75-cent-minimum 
wage. Do you think you would get any union to say 75 cents was a 
fair wage? That is what parity is to the farmer. 

Mr. DiSatie. I think there would be disagreement if we tried to roll 
it back. 

Mr. Wuirren. The place you would find trouble would be on the 
other side of it. 

Mr. DiSaute. That is right. 

Mr. Wuirren. Now, the next thing I hope you will realize is that 
this so-called consumer subsidy is no ansWer to anything. The records 
show that in the last war we spent in excess of $4.000,000,000 on con- 
sumer subsidies with practically no benefit. That is a matter of record. 
i put it in the record last year. 


INVESTIGATION 


Now, you issue these regulations. They are publicized and you send 
them out to the folks and then how do you keep up with whether they 
are observed or not? You have investigators. Mr. Kirwan has 
pointed out with regard to prohibition, you have spent millions of 
dollars and you have a world of people. That does not mean you 
vet them observed. You cannot have enough investigators on salary 
to do this. 

Mr. DiSatxie. We intend to follow procedure followed by the 
Treasury Department in making spot checks. In the retail trade we 
liave asked people to file with us their charts and we place upon them 
certain restrictions so far as marking their invoices and we will do 
spot checks. We will also ask that goods be ticketed with selling 
prices and with reference to food prices eventually there will be a 
basing of selling prices. 

Mr. Wurrren. I notice there has been several complaints that food 
prices had not been checked at various places in the District. 

Mr. DiSauue. It is a case of placing too great a burden on the re- 
tailer at this time when food prices continue to mount as a result of 
the parity provisions of the law. These items that are processed— 
foodstuffs are in a fluid state. We attempted to freeze margins. That 
way it permitted increases toward parity. 

Mr. Wuirren. Your approach to it, I understood, was to have a 
fixed price on the raw material and then control the various mark- 
ups on it. 





armer 


s sup- 
e had 
nning 


varity 
d this 


and I 


1 it is 
imum 
Was a 


o roll 


n the 


; that 
cords 
 con- 
cord, 


send 
they 
| has 
ns of 
you 
lary 


’ the 
le we 
them 
ll do 
lling 
be a 


food 


e re- 
It of 
ed— 
Phat 


ve a 
ark- 


d11 


Mr. DiSatxe. That is our present intention but we cannot control 
the raw material where it is below parity. 

Mr. Wirren. With regard to this cattle rollback or price control. 
I do not think you said you were going to roll it back; and with re- 
gard to price control—and I do not come from an area where we feed 
cattle, but from all accounts, the real beef we get in this country, 
the great volume of beef that moves into the trade comes from feeder 
cattle fed in the northwest; fed on grain and re-shipped and they all 
give big volume by weight which comes from this feeding. What is 
the situation going to be if you start to roll back prices there? 

Mr. DiSauie. That is certainly one of the elements that has to be 
taken into consideration—the relative cost of feeding cattle; the cost 
of grains that go into the feeding and we are not too optimistic about 
the degree of rollback in livestock prices. There may be some. But it 
will not be a great amount. 

Mr. Wurrren. Now, if this Korean problem levels out somewhat 
and we certainly hope it will, do you expect this situation will be re- 
lieved to some extent by the production being a little more adequate 
to meet your needs ¢ 

Mr. DiSauie. Yes. Providing the military should key its purchas- 
ing according to those developments. It will not improve the situa- 
tion if the military’s expenditure will continue at a high rate regard- 
less of the Korean picture. 

Mr. Wurrren. Are you on any board, or do you have any way of 
having your influence felt in Army circles any place? I asked the 
same question of Mr. Johnson yesterday. You will be virtually help- 
less if we do not control some other things. Yesterday, on the floor 
of the House there was a $3,000,000,000 housing program. Virtually 
$10,500,000,000 of expansion of various industries under these vast 
amortization provisions of the Defense Act—not saying some of it 
is necessary but unless we hold back to the greatest extent possible 
that is bound to create further and further problems for you folks 
and make your job virtually impossible. 

Mr. DiSatir. That is right. In my capacity I do make recom- 
mendations to Mr. Johnson who is Economie Stabilization Adminis- 
trator whenever we feel this is out of hand or we feel an impact on a 
price situation and Mr. Johnson does take it up with the Office of 
Defense Mobilization. 

Mr. Wutrren. And in view of that, I think of another thing that 
may be of value. I talked to a person in a high position in the 
Government. Prior to that he was in the apple industry. He 
stated that in the last war, some colonel in the Army had placed an 
order for apple butter. He was familiar with that business. He 
wanted to see the colonel about it. When the colonel told him how 
he had figured out the order he said he figured the amount for each 
soldier then the amount per hundred and finally placed the order. 
It was twice the amount of apple butter that the whole American pop- 
ulace would consume ina year. That was ridiculous. 

Here is a point that should be put over. 

He said he thought that if the Army and the military would figure 
their purchases on a planned basis as to when they would need them 
and leave the commodity at the place where it already was, that you 
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would save half your freight and keep business moving smoothly. 
You would save all your warehouses too. 

As he illustrated it, some company in California to whom the Army 
gave orders, in the course of a year they could draw on them for their 
current requirements of that commodity and designate a manner of 
shipping it out across the Atlantic or Pacific and then frequently save 
the warehousing. 

I mention that to you as a very practical matter for saving millions 
of dollars. 

Mr. DiSauxie. We have found recent indications of cooperation on 
the part of the military as we point these things out to them. 

Mr. Wuirren. I am not just talking off the cuff. I want to point to 
plenty of this kind of mistakes. 


TRAINING FACILITY 


Mr. Kirwan. I am going to ask two small questions if you will let 
me. What training facilities have you developed for your informa- 
tional and enforcement staff ? 

Mr. DiSauiz. We have a training officer; Mr. Morgan has set up 
that program. How far along he is with it I cannot tell you. He is 
relatively new in. our office. He has only been there about 3 weeks, I 
imagine. 

Mr. Coox. He has proceeded to the point of a training manual. 

Mr. DiSatte. Yes. 


ESTIMATE OF PERSONNEL TO BE REQUIRED 


Mr. Kirwan. Judging from your experience to date, what is the 
average employment you think you will need in the next fiscal year? 

Mr. Taper. You mean on their enforcement operation or the whole 
thing ? 

Mr. Kirwan. On the whole thing. 

Mr. DrSauxe. 16,000 at the end. 

Mr. Kirwan. What do you think you will need next year? 

Mr. Cook. I think first of all we will have to say it depends on 
whether or not we get into other programs. Our program does not 
include rent control or rationing control. It also depends on the 
extent to which we provide for local offices. 

Mr. Kirwan. Let us keep it at about the program you are working 
on now / 

Mr. Coox. This is merely a guess. I would say 25,000 people to 
cover the present program here in Washington and in the field. 

Mr. DiSatie. OPA reached a total of 60,000 but they had a ration- 
ing program that used about 32,000 people. 

Mr. Taser. Didn't they have 150,000 people altogether ? 

Mr. DiSauxize. They had 200,000 volunteer people in addition to 
60,000 paid. 

Mr. Kirwan. As near as you can judge, you think it will be 25,000? 

Mr. Wurrren. Mr. Taber, I want to ask another favor. This should 
be in there. 

Mr. Taper. Go ahead. 
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vothly. TRANSFERRED PERSONNEL 

Army [| Mr. Wurrren. | have been advised that some of those people trans- 
rtheir | ferred in various States and were jumped four grades. 1 would like 
ner of the information requested earlier to show what grades. 

y save : Mr. DiSauxe. I know of no cases where there has been a four-grade 

+ jump. We have brought them in on a one-grade jump, and in cases 

illions ' of legal people, who are very difficult to get, there have been cases of 

'  two-grade jumps, but that has been the exception rather than the rule. 

ion on Mr. Wuirren. I would like for the record just to show—— 

Mr. Cook. We are following the civil-service policy of not more 

yintto [— than two grades for grade 10 and below and one-grade jump for 

_ grade 11 and up. In other cases we require a complete justification 

' and usually preclearance from the Civil Service Commission. 

Mr. Wurrren. The Civil Service Commission has issued a direction 
to that effect ? 

illlet — Mr. DiSauze. Our offices have instructions. 
orma- Mr. Wuirren. I would like a copy of that inserted at this point. 
(Civil Service Commission direction referred to :) 
set up 
He is EcoNoMIc STABILIZATION AGENCY, — 
eks, I Washington, D. C., January 22, 1951. 
TEMPORARY PROCEDURE MEMORANDUM NO. 27 
SUBJECT: RESTRICTIONS ON PROMOTION 

Section J. Purposes: 

.01 The purpose of this memorandum is to set forth the restrictions on pro- 

motions of ESA employees in accordance with U. 8. Civil Service Regulations. 

. Section 2. Civil Service Regulations Pertaining to Promotions in the ESA are 

is the ' ag follows: 

year ¢ ; 01 Any employee serving in a position in a Grade GS-5 or higher must have 

whole served at least six months in his current grade before being promoted to a 
higher grade. 

.02 Promotions are limited to two grades for employees serving in positions 
below GS-10 and to one grade if the promotion is from a GS-10 or higher 
position. 

.03 Any exception to this must be approved by the Civil Service Commission 

ds on before it can become effective. 
‘s not : _/8/ Ricnarp F. Cook, 
Assistant Administrator for Management. 
n the 
RECRUITMENT 
rking i , rae : 
Mr. DiSatte. I think the committee will be interested in this. We 
le to have difficulty getting people with OPA background to come back 
to our oflices now they are ensconced in some permanent Government 
tions agency. They realize the temporary nature of this position. We 
now have considerable difficulty in getting legal people. 
In 1942-48 it was not difficult to hire a lawyer for $3,600 to $4,000. 
m to We find it impossible to get a man to come in for that. 

Mr. Wurrren. That much money will not buy one. 

0002 Mr. DrSatite. Where we have been able to get good people by the 
ould _ offer of one- or two-grade jumps, that has not been too successful. 

Mr. Wurrren. We can appreciate some of your problems, but we 
have been right around to know that you can get one agent and he 
goes around to all his friends and tells them. 

Let the record show we appreciate your problems. 





514 


Mr. DiSaure. I am familiar with the practice not only in Washing- 
ton but other places. 


Mr..‘Taser. I wonder how many of these OPA people may have 
been taken on. 

Mr. DiSauie. We are having a list made of people with former 
OPA background. We have been criticized by the Bureau of the 
Budget for what they call discrimination against former OPA 
personnel, 

Mr. Taner. I would hope so. The experience of the ordinary fellow 
was that OPA was almost beyond endurance. It was the worst agency 
of the Government that I ever saw conducted in my life. 

Mr. DiSaute. I think you will find the situation entirely different 
in contacts with our office at this time. 

Mr. Taner. They seemed io try to see what they could do to make 
it just as difficult for the ordinary fellow to do business as possible 
and without any intelligence whatever. 

I hope you are not going to allow that situation to exist, and I 
hope some kind of gang is not going to be allowed to annoy people. 

Mr. DiSauve. You will be surprised, Mr. Taber. Five or six years 
has mellowed some of those fellows. 

Mr. Taner. It had to be very good to mellow them. They had to 
develop some intelligence, which they did not have. 

Now, I have been interested in reading some of these regulations 
to which you have called attention. It seems from the reading of 
GCPR Supplementary Regulation No. 1, issued February 1, that the 
defense agency was exempt fiom the price control. ‘That means that 
everybody who could get a defense order was exempt from any restric- 
tion whatever. I wonder why that would be? 

Mr. DitSauie. Mr. Taber, that exemption applies to items peculiarly 
military in nature, like planes and tanks. Those items which are both 
military and civilian in nature are subject to controls. This regula- 
tion was found necessary to expedite some purchasing, and it runs 
until April 1. 

Mr. Taper. I know, if you will look for the price at which such 
things as shoes and clothing have been purchased by the military and 
the terrific increases that have resulted in the last 8 or 10 weeks, that, 
frankly—those are within the comprehension of the ordinary fellow— 
it would almost inspire one to the belief that if you were going to 
control anything you ought to control that. ; 

Mr. DrSauie. Those items are under control. Shoes and blankets. 

Mr. Taner. They are so high it is almost impossible to imagine they 
could run up so. On February 7 there was no order issued that covered 
wool and worsted yarn from price control. 

Mr. DrSauie. That was an exemption that applied to contracts 
entered into prior to January 26, which was the date of the issuing 
of our general woolen price regulation. The wool situation is very 
difficult. Two-thirds of our wool is imported. It is impossible for 
us to place a ceiling on that wool. The Army was unable to get any 
fixed prices on wool until these people that furnish the blankets were 
in a position to exercise an option on the Australian woolen markets; 
so we predicated the exemption on these contracts entered into prior 
to January 26 so these contracts could be filled. Until we get a na- 
tional policy as well as an international policy on the acquisition of 
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wool, we are going to be faced constantly with that problem. Our 
domestic wool supply is insufficient to meet our needs. 

Mr. Taper. I appreciate that situation. On the other hand, a lot 
of these people are reaping quite a harvest out of the Defense Depart- 
ment. 


ORGANIZATION 


Now, I want to get into a little description if I could of your set-up, 
and I wish you would see if you could tell us about it. You have your 
oflice here in the District, and you have a set-up that appears to go with 
it. How much of a set-up do you expect to have here; and what do 
you expect will be the job that these people whom you have hired will 
have to do? 

Mr. DiSauie. Our national office will break down into about eight 
commodity divisions. There will be a division dealing with consumer 
soft goods; one dealing with consumer durable goods; one with forest 
products ; one with industrial manufacturing and materials and ma- 
chinery; one dealing with foods and restaurants. There will be a 
division dealing with exports, imports, transportation, and fuel. In 
turn, these divisions will have subranches de: aling, for example, in 
industrial machinery and materials. 

There will be a metals branch with subbranches dealing with steel, 
copper, and various other metals. A division dealing with drugs, rub- 
ber goods, and chemicals. That will have subdivisions of rubber, 
drugs, and basic chemicals. 

There will be in the neighborhood of 1,000 break-downs in the vari- 
ous commodities, and these people will be responsible for advising me 
on matters in this particular commodity field. They will have the re- 
sponsibility of dealing with industry advisory committees in these 
fields and the responsibility of gathering the information necessary 
for the preparation of specific regulations. 

This Office will be in the nature of an operating office and a policy- 
making office for the Nation so far as the present control program is 
concerned. The regional office will be the supervising office in the field, 
translating the polices y adopted at the regional level to the district 
offices. 

The district offices will be the opel rating offices in the field dealing 
directly with the consumers and the businessmen affected. They will 
eventually be given some delegation of authority for the purpose of 
making adjustments in the field and for making recommendations 
to the regional and national offices with reference to policy that ought 
to be adopted with reference to their field operations. 

Mr. Taner. Now, what sort of set-up have you in mind on your 
enforcement ¢ 

Mr. DiSauie. Our enforcement operation will be operated from 
the national office by an Assistant Director in charge of enforce- 
ment and district directors of enforcement. In the regional offices there 
will be a man named as Assistant to the Attorney “General, and his 
duty will be to coordinate litigation between our Office and the De- 
partment of Justice. 

Mr. Taser. And your Office will take charge of litigation? 

Mr. DiSautr. The Department of Justice will have supervision and 
control over litigation. In the district office we will have a man des- 
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ignated special assistant to the United States attorney in the district 
and his job will be to work with the United States attorney on matters 
of litigation there, but the litigation will be under supervision and 
control of the Department of Justice. Our enforcement program will 
be largely in the nature of an investigatory program, and we will make 
recommendations to the Department of Justice, where we feel litiga- 
tion will be instituted by civil or criminal proceedings. 


SUPERVISION 


Mr. Taser. What kind of set-up have you got to see that your people 
are actively and effectively employed? In this OPA set-up you could 
go down into their main office all the time, any time, all day long, and 
you could walk down there and you would see a room with two or 
three hundred people in it and there would not be half a dozen doing 
anything. I hope that your set-up is not going to be that way. 

Mr. DrSaute. In any business operation you have to depend on the 
people to whom you delegate a PoE to see to it that those people 
are effectively supervised. In addition to that, we are setting up teams 
in cooperation with the Bureau of the Budget for the purpose of visit- 
ing regional and district officers for the purpose of reporting to us at 
this office. 

Mr. Taser. You have to have supervision here because people who 
come from all over the country will come into contact with that Office, 
and unless it is active and effectively at work it makes a very bad im- 
pression, and they go home with the idea that the Office itself does not 
care about what is done or not done. 

Mr. DrSauie. There is no question about that. Possibly, if I gave 
you some of the people heading the divisions, the committee would have 
an idea of the background and business ability of the organization. 

The man in charge of Fuel and Transportation Division is Mr. 
Bowditch, president of Sprague Steamship Lines, former vice presi- 
dent of the United States Chamber of Commerce, former president 
of the New England Council—a man with a very fine reputation in 
business circles. 

The head of Rubber, Chemicals, and Drugs is at present on loan 
from du Pont, one of their top executives. 

The head of Food and Restaurant Division is Jac Hutson, former 
mieorsonge of the Commodity Credit Corporation. He came to us on 

eave as president of the Tobacco Institute. 

The man in charge of Consumer Durable Goods is Harold Wess, 
former executive vice president of Macy’s. 

In charge of Soft Goods is Joseph Kallick, former vice president of 
Spiegel’s. 

In charge of Forest Products is Jack Mylrea, with considerable 
experience in-the lumber industry. 

Industrial, Manufacturing and Materials is Merrill Smith, who is 
retired as executive vice president of Commonwealth Edison Co. of 
Illinois. 

With men of that caliber we expect to use sound business practices 
in the administration and supervision of their Divisions. 
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LAWYERS 


Mr. Taser. How many lawyers have you got? 

Mr. DiSauie. Approximately 120 at the present time either on the 
payroll or in process of being placed on it. 

Mr. Taner. Are they any good? 

Mr. DiSauie. Some of them are very good and some not so good. 

Mr. Taser. Some who spoke to me are the ones that plug the ef- 
fectiveness of the organization. I don’t know. I don’t know enough 
about it to know but that is the story that has been drifting in to me. 

Mr. DiSatze. Well, as I have said before, we just do not have 
enough good lawyers. We have been attempting to get some good 
ones but have not been too successful. Our chief counsel is a man 
with excellent background, Harold Leventhal, associate general coun- 
sel of OPA. He served clerkships with several of the members of 
the Supreme Court and he was head of the task force for the Hoover 
Commission, and was considered an authority on Government 
agencies. 

But as I said before, we need some good lawyers. 

Mr. Davis. Will you yield for clarification ? 

Mr. Taner. Yes. 

Mr. Davis. When you said 110 you meant men who are doing work 
as attorneys in your organization? 

Mr. DrSatzx. That’s right. 

Mr. Coox. The latest figure for the legal staff as at March 9 is 
192—without regional and district offices. 

Mr. Taser. I heard 200. 

Maybe that is not too far wrong. 

I hope that special attention will be given to seeing that those 
folks are either performing something useful or walk the plank. 


NUMBER OF EMPLOYEES 


Mr. DiSauie. They are placed under the supervision of the people 
in charge of the Commodity Divisions. 

Mr. Taner. Now, at the present time—you told us a little while 
back that you had something like 3373 on the 9th of March. Now, 
that includes both the national and field offices. 

Mr. DrSaute. Yes. 

Mr. Taser. The field would be how much? 

Mr. DiSatie. 2,142 in the field. 

Mr. Taser. And in Washington? 

Mr. DiSaute. 1,231. 

Mr. Taser. Now, you expect, perhaps, in the course of the month 
to build that up a little. You will not get up to anywhere near the 
8,100 figure by the end of the month ? 

Mr. DiSatir. By the end of March? No. We will not reach 
that figure until we have a good many people processed whose appli- 
cations are being cleared through civil service. There are various 
stages of prospective employment. 

Mr. Coox. It will be accelerated now we have an enforcement plan 
and can get people on the enforcement of it. 

Mr. Taser. You have no litigation pending so far? 

Mr. DiSatxe. No litigation. 
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Mr. Taser. No prosecutions nor any other violation of rules or any- 
thing of that character ? 

Mr. DiSatie, There is nothing of that character at this time 
although we have in various places in the country in process of inves- 
tigation some that may be turned over for litigation. 

“Mr. Taser. About how far would you think your employees might 
go by the Ist of April. Maybe 5,000? 

Mr. Coox. A little better than that—say 5,500. 

Mr. Taser. That would probably be the peak that you could get in 
that period ¢ 

Mr. Coox, Particularly in light of the delegation of authority and 
delegation of funds. We have to control that number between the 
regional and district offices. It is based on that fact. 

Mr. Taser. Now, you go into the month of April with 5,500 and 
you hardly expect that to be a very rapid build-up either ? 

Mr. Coox. In April we expect to open additional district offices. 
You see, what we have been doing 


DISTRICT OFFICES 


Mr. Taser. How many district offices have you got now? 

Mr. Cook. Seventy-six. ‘ 

Mr. Taper. Seventy-six! 

Mr. Coox. In our large communities, San Francisco, for example, 
it is operating as both regional and district office. So also at Seattle, 
Boston, Cleveland, Atlanta, and Richmond. 

Mr. Taper. You have to have district offices run in some places if 
you are going. The district offices will they have charge of enforce- 
ment ? 

Mr. Coox. That is right. They will be the operating offices. 


ENFORCEMENT 


Mr. Taser. Can you tell us about enforcement? Will they be hauled 
up before the district office or will cases be turned over to the Federal 
district attorney / 

Mr. DiSatye. They will be handled first in the district offices. Espe- 
cially in those cases where there is a question whether noncompliance 
was a matter of a lack of information or a technical violation. 

In cases where we feel the violations were purposeful and intended 
violations, if the case warrants it, we will make a recommendation to 
the Department of Justice for prosecution. 

Mr. ‘Taser. Up in Syracuse in the days of your predecessor they 
had an Italian woman who could not speak English. She had a single 
room she rented to somebody and they hauled her into court and 
raised the devil for a year and a half. She had a little bit of a house. 
They got their first judgment which was enough to take away her 
equity in the house and she knew nothing about control or anything 
else. I wonder are you going to have that kind of performance? 

Mr. DiSauix. I do not believe in that kind of enforcement. I have 
dealt with people too many years to believe that kind of a program is 
necessary. I certainly hope we can have a more common sense ap- 
proach in cases of that kind. 
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NUMBER OF EMPLOYEES 


Mr. Taner. How many of these people do you think would be on 
the roll by the end of April? 

Mr. DiSatie. The enforcement group or all people? 

Mr. Taser. Over-all, including “the district and the field. When 
I say district, I mean W ashington. 

Mr. Coox. I would guess 7,500 or 8,000. 

Mr. Davis. By the end of April? 

Mr. Coox. Yes.. We will have 100 regional and district offices 
recruiting and will be able to build up some of the other programs 
which have been lagging. This is purely an adjustment matter. 

Mr. Taser. When you get into May, what would you figure you 
might get into? 

Mr. Coox. Into May, I would say around 12,000 people. 

Mr. Taner. Twelve thousand. At the end of June you might have 
how many ¢ 

Mr. Cook. We are shooting at 16,200 as at the end of June. 

Mr. Taper. Do you think you will have as many as that? 

Mr. DiSauue. We expect to have 4,000 enforcement people by the 
end of June. 

Mr. Cook. I think so. 

Mr. Taser. You probably have a little velvet in your organization / 

Mr. Coox. We have tried to work this estimate up on a medium 
ground without velvet. 

Mr. DiSauue. I asked in the ‘preparation of this estimate that it 
be as realistic as possible and I do not like to operate with any velvet 
if it is at all possible to avoid it. 

Mr. Taser. We have 8,000 picked for the end of April. The figure 
you put in here was 12,000. I suppose that includes both Price 
and Wage. They don’t seem to be separated as far as I can see. 

Mr. Coox. Sixteen thousand two hundred we are considering solely 
from the standpoint of Price. 

Mr. DiSauxe. Four thousand enforcement people. 

Mr. Taner. The peak of that would be—the Wage peak would never 
exceed 2,000 people? 

Mr. DiSatie. The Wage peak. 

Mr. Taner. Yes. That is what your figure is in here. 

Mr. Weiss. It may go up a little bit above that. 

Mr. Taser. Is there any prediction as to the number of people 
you will have and what we call “green sheets” in the Government. 

Mr. Cook. I am familiar with them. 

Mr. Taser. Have you any such breakdown as that? Without that 
it is hard to get it sized up, as we ought to have. There seems to be 
something on page 36, beginning there. Something of that char- 
acter but it is not very complete so anyone can tell too much about it. 

Mr. Cook. What additional information would you like to have? 

Mr. Taser. I would like to have a breakdown that would show 
the number of people and the different grades that you were con- 
templating and the number that you have now and the rates of pay 
that would result for your set-up and for the other set-up. The 





520 


thing is all thrown together so we could not tell too much about it. 

Mr. Coox. It is rather difficult to prepare the information. 

Mr. Taser. Along those lines? 

Mr. Cook. Because we are developing classifications and setting 
up our staff at this particular time and within the time limits that we 
would have to submit information for the record which would be 
very, very difficult. I want to be honest about that. We are trying 
to classify enforcement jobs. We have a different concept of organiza- 
tion to that previously. It would be difficult to submit that within 
the time limitation. We have a great deal of information and we 
could supply additional information. 

Mr. DiSauie. We do have there at page 39 the breakdown of cur- 
rent employment according to number and rate. 

Mr. Taser. I saw that. But that includes both set-ups. Doesn’t 
it? 

Mr. Coox. No. It is separated. 

Mr. DrSatte. Yes. 

Mr. Taper. It does not say it. Does it? 

Mr. DiSattez. It shows Office of Price Stabilization. 

Mr. Tazser. Well now, over on this page in the earlier part of the 
book, I note your average rate of compensation. For the fiscal year 
1951 it seems to be $4,627. Isn’t that a rather liberal figure? 

Mr. Coox. We did not feel so with the present salary scales. We 
provided for an average salary in making up this budget of $5,200 
for the department service head, and $4,500 for the field service. That 
is shown on page 16. The average salaries used in the preparation 
of that. 

Mr. Taser. Page 16 of what? 

Mr. Coox. Under the Tab “OPS.” 


Mr. DiSatxe. I think that is naturally high in the beginning be- 
cause as you recruit, you recruit your top people first and then recruit 
under them. That will bring down the average. 

Mr. Taser. I think that 1s about all I have at the moment. 


DISTRICT OFFICES 


Mr. Davis. With respect to your district offices. Did I understand 
you to say you contemplated adding more district offices that you 
do not now have? 

Mr. DrSatxe. That is right. 

Mr. Davis. You have some 70 now and you plan 100? 

Mr. Coox. 76 district offices; 13 regional offices; 1 office that acts 
as regional office for the Territories and our present thought is 11 
additional to bring us up to 101. 

Mr. Davis. How does that compare with the district offices of OPA ? 

Mr. Cook. I do not have those figures readily available. 

OPA did not have as many regional offices as we have. They had 
nine regional offices but they had as many district offices or local 
otfices performing the functions. 

Mr. Taser. They had county offices. All that sort of thing. 

Mr. Coox. We do not provide for that. 

Mr. Taser. You have nothing in the nature of rationing currently ? 

Mr. Coox. No county offices or local offices are provided for that. 
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Mr. Davis. The decision as to regional offices was made by some- 
one else but are you given discretion as far as setting up district 
offices ? 

Mr. DiSautix. Yes. We are and we have made studies from the 
last census according to population and industries that have to be 


served and those are the figures on which we base the location of 
district offices. 


VOLUNTARY CONTROLS 


Mr. Davis. In your earlier statement you spoke of the difficulty 
in this first attempt to do anything on a voluntary basis and there 
were some along about the first of the year—the appeal was made to 
them not to raise their prices? 

Mr. DrSatir. December 19th we issued the appeal. 

Mr. Davis. Now, some of them, as you said, a relatively small per- 
centage, did respond to that appeal. There were a larger group 
that did not. In your compulsory price ceilings now, are any ad- 
justments being made as between the people who did respond and 
those who did not? 

Mr. DiSattr. The date December 19 was selected for the purpose 
of attempting to give help to those people who did roll back their 
prices altogether to December 1. We are not handling individual 
hardship cases as such but only under specific regulations. This 
manufacturers’ regulation that is now in the process and on which 
we held hearings yesterday would be designed for the purpose of 
giving relief to these people who voluntarily complied. 

Mr. Davis’ They will make individual applications for relief to 
your office ¢ 

Mr. DiSatir. No. We hope it will be all solved by the regulation. 

Mr. Davis. Is it your intention to gear that regulation to some 
period in December that would put them all on the same basis prior 
to the time of the original voluntary request ? 

Mr. DrSauue. Right now the thinking is to gear it to the pre- 
Korean basis, making allowance for material and labor costs up to 
the present date. 

Mr. Davis. As a practical matter then that would leave for the 
fellow who did not respond to the request an additional profit that he 
made in the meantime as a result of failure to respond. 

Mr. DiSauie. There is no question about that. It is a grave in- 
equity but I know of no way except to catch it under the Excess 
Profits Tax bill that will cover it in part. 


AUTHORITY FOR ORGANIZATION STATUS OF EMPLOYEES 


Mr. Davis. There has been some discussion about the’ constitution 
of your organization and recognizing many difficulties that must 
come to you in trying to build up an adequate staff in a short time. 
As I understand it, Civil Service people did come into your agency 
and they would now retain civil-service status. What about the 
people who are regarded as permanent in your organization but are 
recruited from outside the Civil Service? 

Mr. DiSatir. They acquire status. 
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Mr. Davis. And in that respect this division of yours is considered to 
be a security agency. The personnel will be on the same level and 
same status as the people of the old-line service ¢ 

Mr. Coox. All of the people being brought in other than those from 
Government agencies are being given indefinite appointments. 

They do not acquire status as such. Those persons transferring 
from such governmental agencies are also given indefinite appoint- 
ments but they still have their status that they acquired before. All 
the appointments will be the same—they are indefinite appointments. 

Mr. Davis. Also, as to indefinite personnel in these earlier people 
whom you might classify as consultants on a part-time or temporary 
basis as might be required. What is the nature of the work of these 
people that you have listed for the months ahead? 

Mr. DiSautie. They will only be called in in case of need for special 
advice or special work on a specific regulation or specific project. 
They will not be kept here regularly. Cur purpose is to convert all 
these consultants to permanent appointments and we will have only 
on our rolls as consultants those people with some particular skill or 
information that we will want to have made available to us as specific 
times. 

Mr. Davis. Let me get thisclear. You spoke of them as consultants 
on a more permanent basis. Are these going to be people you will 
bring in from civilian employment and put them on your permanent 
payroll in the status of a consultant ? 

Mr. DiSauie. Not in the future. In the future, consultants will 
only be treated as such. In the past we have used the consultants 
where we have had no staffing patterns. But as fast as we could con- 
vert them into permanent appointments we have done so. 

Mr. Cook. Consultants will be on an individual basis, just for a 
short period—2 or 3 days—a week or thereabouts ? 





COMMUNICATIONS 


Mr. Davis. This is something that has happened. I suppose other 
people have called it to your attention. But I suppose it is proper to 
give you an opportunity to explain it here in connection with the re- 
quest for appropriations for communications. I think we all had 
the same experience with the mayors of our local cities getting con- 
siderable anxiety over a telegram to set up local committees without 
instructions as to just what those people were to do and the general 
feeling was that such a telegram was hardly justified. You probably 
lave an explanation for that. 

Mr. DiSauie. I have no explanation other than I think it was a 
boner—an error—that was made. We are attempting to correct it 
as quickly as possible by getting information to the mayors about 
what these committees are to do. They will be public information 
committees—a committee set up to transmit our program to the com- 
munity. I do not think it was necessary to send out telegrams. Jt 
could have been done by letter or night letter. It was issued imme- 
diately after the issue of our freeze. There was considerable excite- 
ment about the freeze, and it was done without too much reflection. 
It was a mistake and there is no other way of explaining it. 
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Mr. Davis. I appreciate your frankness. Have instructions now 
gone out to these local people telling them what you want these com- 
mittees to do and what kind of people you want on them? 

Mr. DiSaute. That is right. Complete instructions have gone out. 

Mr. Davis. I suppose there is someone else. Is it contemplated at 
a later time, Mr. Chairman, to get detailed information on some of 
these things or do you want to cover it all now / 

Mr. Kirwan. Now. 


TRAVEL 


Mr. Davis. I notice in the explanation of the travel item that it is 
somewhat based on a percentage of total requirements for personnel. 

Mr. Coox. Average employment. 

Mr. Davis. And I notice you did cite the OPA experience on that. 
I wonder if you can explain in a little more detail what went into the 
making of this item. 

Mr. Cook. We worked it out on the basis of a percentage figure, ther 
supported that figure, and verified that, by determining the approxi- 
mate number of trips that would be required between Washington 
and the regional officies, between the regional offices and the District 
office, and took into consideration, particularly, the amount of travel 
and the extent of travel to be required in activities such as enforce- 
ment activities, where we are operating out of the District offices. 

Now we have some computations that we have made with regard to 
the assumption of 2.400 employees who normally travel some 10 days 
a month, at a per diem cost. of $9—transportation cost at an aver- 
age of $106 for 300 departmental employees, and $110 for 100 field 
employees. We used that type of computation to back up this per- 
centage figure we have worked out. Now, I can supply a table to 
explain that, for the record, if you wish. 

Mr. Davis. I think it would be helpful to me, individually. 

Mr. Cook. We will be glad to supply that. 

(The table referred to is as follows:) 

02 Travel.—The foilowing are examples of employees who normally may be 
expected to travel in the performance of their duties in the field: 

Regional and District: 
Counsels 
Enforcement officers 
Chiefs of commodity enforcement branches 
Chiefs of litigation branches 
Chiefs of program coordination branches 
Investigators 
Information officers and specialists 
Organization specialists 

Office of the Administrator.—Based on the assumption that the equivalent of 
31 employees who normally travel will do approximately 10 days per month 
at a per diem cost of $90. The average cost of transportation will be $160 per 
month. 

Office of Price Stabilization —Assumes that the equivalent of 2,400 employees: 
who normally travel will do so 10 days per month at a per diem cost of $90. 
Transportation costs will average $160 for 300 departmental employees and 
$110 for 2,100 field employees. 

Wage Stubilization Board.—The equivalent of 200 employees who travel nor- 
maily in the performance of their duties, will do so 10 days per month at a per 
diem cost of $90. Transportation costs will average $160 for 60 departmental 
employees and $110 for 140 field employees. 








Costs per employee per 
month 


Number of Total quar 
employees i ter cost 

: ransporta- 
Per diem tion 








Office of the Administrator $160 
Office of Price Stabilization: 
pogertmnentel d 160 














Wage Stabilization Board: 
— 

















Mr. Kirwan. Mr. Wigglesworth? 


PRICE LEVELS 


Mr. WieeiteswortH. You have referred in your opening statement 
to a meteoric increase in the price level after the adoption of the 
Defense Production Act through the month of January 1951, and 
you have given us a list of steps taken by your office, as I understand 
it, and contemplated by your office, the first of which was dated Decem- 
ber 18, 1950. Does that mean that no steps were taken with a view 
to controlling this price rise after the passage of the act until that 
date ? 

Mr. DrSatte. I think that is right; I think that Dr. Valentine was 
appointed Economic Stabilization Administrator on October 8, 30 
days after the passage of the act, and I understand that they tried in 
many quarters to get someone to take the job of Director of Price Sta- 
bilization and were not successful until 1 was approached on December 
1. I don’t know whether they were successful, exactly. I agreed to 
accept it on December 1, and was sworn in on December 12, after the 
Senate hearings on the confirmation. I think there was some unofficial 
attention given to the steel question the latter part of November. 

Mr. Wiaeiteswortn. The first official action was on December 18, 
about 6 days after you were sworn in? 

Mr. DiSatxe. That is right. 

Mr. Wicereswortn. Is my understanding correct, that, broadly 
speaking, your method of operation consists or has consisted of, first, 
the over-all freeze of prices on January 26? 

Mr. DrSatxie. That is right. 

Mr. Wiceteswortn. Second, the attempt to make such adjustments 
as seem to be necessary to assure equity under that over-all freeze? 

Mr. DrSauxe. That is right. 

Mr. WiccieswortH. Have you given us here, in this justification, a 
complete list of all exemptions or departures which have been author- 
ized from that over-all freeze ? 

Mr. DiSatte. I think that is a complete list of actions that were 
taken up to the date of that statement. 

Mr. Wiceieswortu. Does the freeze apply only to prices or does it 
apply to wages as well? 

Mr. DiSautiz. The freeze that was issued on January 26—I issued 
the price freeze ; Mr. Johnston issued the wage freeze at the same time. 

Mr. WicciesworrH. So they are, in effect, two different actions? 
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Mr. D1Sauxe. That is right; they are two different actions issued 
simultaneously. 

Mr. Wiceieswortu. Now, Mr. Ching is the head of Wage 
Stabilization ¢ 

Mr. DiSauix. Mr. Ching is Chairman of the Wage Stabilization 
Board. 

Mr. WiceteswortH. Does his board have authority to authorize 
departures from that applicable freeze regulation without your ap- 

roval ? 

Mr. DiSatie. Yes. 

Mr. Wicoiesworrn. And do you have authority to authorize depar- 
tures from the over-all price freeze without his approval ? 

Mr. DrSauie. Yes. The way the law was worded was this: That 
whenever a ceiling is established in a particular industry, that action 
must be referred to the Wage Stabilization Board for action on W ages. 
Of course, the act says, stabilization of wages in that industry. 

Mr. WiccLeswortu. There is no joint approval of departures from 
either over-all freeze order ? 

Mr. DiSarie. Except through our discussions with Mr. Johnston. 
We do have joint meetings w ith Mr. Johnston w eekly. 

Mr. Wicctesworri. Does Mr. Johnston have to approve exemptions 
or modifications of the over-all price freeze order? 

Mr. DiSarir. He does not. He has delegated that authority. 
However, we consult with him on all major actions. 

Mr. Wiceteswortu. Does he have to approve a similar action on a 

yage freeze? 

Mr. DiSatie. Right at this moment, he has no wage board—he is 
the Wage Administrator; at least, he doesn’t have a complete wage 
board. I just don’t know enough about it. The wage people will 
have to speak for themselves on that. 

Mr. Wiacteswortu. But, in theory, at least, it is conceivable that 
an increase in price authorized by your organization might be the 
basis for an application for an increase in wage before Mr. Ching’s 
organization, and vice versa ¢ 

Mr. DiSarxe. In theory, that is possible. Actually, in practice, 
we would have had prior consultation on any of those actions. 

Mr. Wicereswortn. I think you stated this morning that as you 
make a modification applicable to one step in the production chain, 
that that may necessitate a modification with respect to other steps in 
that chain? 

Mr. DiSatte. That is correct. 

Mr. Wiecieswortn. And, as stated up to now there has been as a 

result of considerable confusion, which is yet to be ironed out? 

Mr. DiSauue. I think that would be a fair st: itement. 

Mr. Wiceiesworrn. How long do you think it is going to take 
before it will be on a workable basis which is understood by all con- 
cerned ¢ 

Mr. DiSaxe. I would say 3 to 6 months. 

Mr. Wiceteswortn. You have already stated, as I understand, that 
you have no plans presently for rationing or rent control, but your 
present plans are limited to this price-control picture / 

Mr. DiSautie. Under the Defense Production Act, the rationing 
0 er has been given to the President and, as far as I know, has not 

een delegated by the President to any office or any other person. 
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Mr. WieeLeswortn. To what extent are you hopeful of being able to 
hold prices down ? 

Mr. DrSauiz. I think there is every indication that we will hold 
prices down to within a few percentage points of where they now 
stand. In the past few weeks, we have had some very comforting 
indications from the spot-market index and the whole index, and from 
the 11 foodstuffs that are included in the market-basket index, the 
spot-market index. There has been in the past 3 weeks—today, we get 
some new figures, but in the past 3 weeks there has been a change of 
one-tenth of 1 percent in the wholesale market, which compares to an 
increase of six-tenths of 1 percent that occurred between Chinese inter- 
vention and the day of the freeze, and five-tenths of 1 percent that 
occurred from June 25 until the date of the freeze. So that indicates 
a slowing down of 75 or 80 percent in the rate of increase that was 
occurring at that time. The spot-market index has decreased about 
4 percent in the past 4 weeks. 

Mr. WicGLeswortu. You have got some tremendous forces operat- 
ing against you. You have got $27 billion worth of currency in 
circulation; you have got all this money being put up to support 
bonds, and you have got a Federal deficit from 16 to 25 billions, or 
whatever it turns out to be. You will agree, I assume, that any real 
price control in the long run is pretty-impossible unless there is 
adequate control over these fields, also. 

Mr. DrSauze. I would say, I have said many times before, that 
price controls will not defeat inflation, in and of themselves; that we 
are going to need restrictions on credit; we are going to need taxing 
to take off some of the excess purchasing power, and we will need 
other things. Price controls will never do the job alone. 

Mr. WiaGLeswortn. It never has. 

Mr. DiSatte. And I don’t see any possibility that it ever will. 

Mr. WiceLeswortu. Now, you have had $9 million this year. 

Mr. DiSauie. That is right; and asked for $25 million, 650 thou- 
sand dollars. 

Mr. Wiceieswortn. That includes the Office of the Administrator 
and Price Stabilization ? 

Mr. DrSaute. That is correct. 


1951 ESTIMATES 


Mr. Wiecieswortu. How much have you had here? 

Mr. DiSauxe. $7,940,000, I believe, is the figure. 

Mr. Wiaeieswortu. And you are asking for 2614? 

Mr. DiSauie. Asking for $25,650,000. 

Mr. Wicciesworru. That would mean something less than $33 mil- 
lion, if this request is approved, for what—a 6-month period ¢ 

Mr. DiSatie. Six months. 

Mr. Coox. It is a little over 6 months. 

Mr. Wiceieswortu. That is at the rate of about $66 million a year. 
Now, you have told us you have obligated $6,200,000 in a period of 
about 3 months. 

Mr. DiSaute. I think that is correct. 





OBLIGATIONS 


Mr. Wice.eswortnH. I notice you have obligated $6,200,000 for 6 
months. You have got a balance of $1,700,000 and are asking for 
$25,600,000, or a total of $27,300,000 for a period of 3 months. 

Mr. DiSaure. No; it wouldn’t be exactly that. Some part of the 
$1,700,000 will be used for the third quarter. The figure of $25,650,000 
is all we contemplate for the fourth quarter. You say that is all we 
need. I am not speaking of it lightly. I realize that it is quite a sum 
of money. 

Mr. Wiccteswortu. I am trying to get the picture. You have had 
$7,600,000; is that right? 

Mr. DiSauie. That is about right. 

Mr. Wiceieswortrn. And that will take you through March? 

Mr. DiSautie. Through March. 

Mr. Wia6ieswortu. That leaves you 3 months, and you are asking 
$25,000,000 for those 3 months ? 

Mr. DrSaute. Yes. 


PERSON NEL 


Mr. Wiccéieswortu. You have told us this morning, when you 
came into office you had a very small personnel; I forget just what 
that was. 

Mr. DiSauie. Actually, when I was sworn in, I was the first person 
in that Office of Price Stabilization. There were some people assigned 
to the Economic Stabilization Administration that we transferred 
over. On December 15, we had approximately 180 people. 

Mr. Wiccteswortn. You had 180, and as of the end of March, 
could you give us that figure? 

Mr. DiSauie. We can give you March 9. 

Mr. WiceLteswortH. What do you estimate you will have at the 
end of March? 

Mr. Coox. At the end of March, we estimate, on the basis of the 
new figures, 5,500, both field and Washington. 

Mr. Wiccieswortn. Five thousand five hundred; and at the end 
of June, around sixteen thousand ? 

Mr. DrSaute. Sixteen thousand. 

Mr. Wiceieswortu. Now, you have given us two or three charts 
here, the first one being for the National Office. I understand you 
want about 1,100 people for that office? 

Mr. DiSatitz. No. We have about 1,300 people now. We, no 
doubt, will wind up there with 2,500. 

Mr. Wiccieswortu. By the end of the fiscal year? 

Mr. D1Satte. Yes. 

Mr. Wiceteswortn. Can you tell us, or have you got some kind 
of administrative breakdown, that will show how that 2,500 is 
to be allocated ? 

Mr. Coox. Yes. 

Mr. WiceieswortH. Where are you going to put 2,500 people, and 
where are the 1,300 people now? Is there something in the justifica- 
tions? 

Mr. Coox. We have some supplementary information that we can 
either read or furnish for the record. 

80820-——51—pt. 134 
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Mr. Wiceteswortu. Mr. Chairman, if there is no objection, I would 
like to insert in the record at this point a single sheet here which 
shows the requirements for the fourth quarter, fiscal year 1951, by 
major organizational units. 

Mr. Kirwan. Without objection, it will be inserted in the record at 
this point. 

(The sheet above referred to is as follows :) 


Economic Stabilization Agency, Office of Price Stabilization, requirements for fourth 
quarter, fiscal year 1951, by major organizational unit 




















Depart- Field offices 
er mental “ 7 Grand 
Organization Wash- l Total total 
ington Regions | Districts 
a a hE 2 a ce 59 | 168 || 348 516 578 
Price operations. __............-- ERE: | 1, 100 1, 288 | 3, 554 4, 842 | 5, 942 
Chief counsel..._--...2......-....- aha, 431 252 596 848 1, 279 
Ee ee 184 980 | 2,349 3, 329 3,513 
Public information. - | 119 154 | 346 500 619 
Field relations__- od} Capea RARE i ae 2 SEER Eee 30 
Accounting _. ms Ee 5 eaicaecel 73 | 140 | 596 736 809 
Economic analysis ; ey Me | 29 | 154 | 422 576 605 
Management and distribution. 675 | 1, 474 | 679 2,153 2, 828 
ei hE Et i 8 | -2,70| 4,610 | 8, 890 13,500] 16, 200 
| | 





Mr. Wicciesworru. I note, in your National Office, that you have 
got provision here for 431 people in the Chief Counsel’s office, and 
119 people in the Office of Public Information. Why do you need 
so many people in those offices ? 

Mr. DiSatir. Well, in the legal department, that seems to consti- 
tute a bottleneck right at the moment. Our commodity people are 
crying for us to write out their regulations for them, and we have 
had approximately 1,100 branches with 431 lawyers, amounting to 
approximately 1 for every 3 of those branches. 

Mr. WiacLesworrH. Do you mean branch offices? 

Mr. DiSatie. No; commodity branches. 

Mr. Wicciesworru. How high salaries are you paying the 
attorneys ¢ 

Mr. DiSatie. Well, they vary according to Government classifica- 
tion of salaries, various grades. 

Mr. Wiceiteswortu. How high do they run ? 

Mr. Coox. Under the regular Classified Civil Service Act, they 
run up to $10,000; that is, the grade GS-15, with a provision in the 
Defense Production Act for some supergrades. We don’t have the 
approval, as yet. 

Mr. Wiceteswortrn. Are you asking for some supergrades? In the 
general counsel’s office ? 

Mr. Coox. In the chief counsel’s office; we are asking for some 
other offices, as well. 

Mr. WiccieswortrH. I wish you would insert in the record the 
supergrades that you are requesting, and show their duties and 
salaries. 
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List of super grades 
OFFICE OF THE ADMINISTRATOR, ESA 








Title Grade Salary Division 
Special Assistant to the Administrator...; G@S-18_..__-- $14, 000 
EE SE RRR eR ae ees GS-18__.._-- 14, 000 
Assistant Administrator for Economic | GS-18__._.-- 14, 000 
Policy. : 
Assistant Administrator for Congressional | GS-16_-.---- 11, 200 


Matters. 





OFFICE OF PRICE STABILIZATION 





RE TE cc cendtemesderumatneatns 
Director of Information_ -------- te te 
Assistant Director of Information for 
Price Stabilization. 
Assistant Director for Field Operations. -- 
Assistant Director for Economies - ------- 
Deputy General Counsel for Price -.-_---- 
Chief, Services, Exports and Imports 
Division. 


Chief, Transportation, Public Utilities 
and Fuel Division. ; 
Chief, Industrial Manufacturing Division 


Chief, Industrial Materials Division_- 

Chief, Food and Restaurant Division--_- 
Chief, Consumer Soft Goods Division ___- 
Chief, Consumer Durable Goods Division 


Assistant Administrator for Management 
Assistant Administrator for Accounting. 
Special Assistant to Director_-_-~.----- 


Assistant Chief, Transportation, Public 
Utilities and Fuel Division. 


Assistant Chief, Industrial Materials Di- 
vision. 

Assistant Chief, Food and Restaurant 
Division. 

Assistant Chief, Industrial Manufactur- 
ing Division. 

Assistant Chief, Consumer Durable Goods 
Division. 

Assistant Chief, Consumer Soft Goods 
Division. 

Assistant Chief, Services, Exports, and 
Imports Division. 


Associate Deputy General Counsel (Com- 
modity Divisions). 

Associate Deputy General Counsel for 
Standards. 

Associate Deputy General Counsel for 
Court Review and Opinion. 

Associate Deputy General Counsel for 
Enforcement. 








G8-18......- 


GS-17.....-.- 
G8-17....... 
GS-17 


GS-17......- 


GS-17.....- 
GS-17 
GS-17 a 
20-37.... 2.6. 
Gs-36.....-- 
GS-16...--. 
GS-16... .-.-- 


GS-16.....-- 


GS-16_...-.-. 
GS-16_.___- 
GS-16__...-- 
GS-16_..-- 


(6-26......- 


ii S| 


GS-16 


GS-16 


GS-16 


GS-16 


$14, 000 


14, 000 
12, 200 


12, 200 
12, 200 
200 
200 


200 
200 


Nivtiw 


at et et et 


11, 200 
11, 200 
11, 200 


11, 200 


11, 200 
11, 200 
11, 200 
11, 200 
11, 200 


11, 200 


11, 200 
11, 200 
11, 200 


11, 200 


Office of Director of Price Stabili- 
zation. 
“ of Public Information. 
J0. 


Office for Field Relations. 
Office of Economic Policy. 
Office of Chief Counsel. 
Transportation, Public Utilities, 
Fuel, Services, Exports and 
Imports Division, 
Do. 


Industrial Materials and Manu- 
— Goods Division. 

do. 

Food and Restaurant Division. 

Consumer Soft Goods Division. 

Consumer Durable Goods Divi- 
sion. 

Office of Management. 

Office of Accounting. 

Office of Director of Price Stabili- 
zation. 

Transportation, Public Utilities, 
Fuel, Serviees, Exports and Im- 
ports Division. 

Industrial Materials and Manu- 
factured Goods Division. 

Food and Restaurant Division. 


Industrial Materials and Manu- 
factured Goods Division. 

Consumer Durable Goods Divi- 
sion. 

Consumer Soft Goods Division. 


Transportation, Public Utilities, 
Fuel, Services, Exports and Im- 
ports Division. 

Office of Chief Counsel. 

Do. 
Do. 


Do. 





WAGE STABILIZATION BOARD 





Assistant Director of Information for 
Wage Stabilization. 








$12, 200 
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Mr. WicGteswortH. Now, what about this Office of Public Infor- 
mation, 119 people? 

Mr. DiSauie. The Office of Public Information is the office which 
is going to have to determine, greatly, the matter of getting the infor- 
mation to the people, of what the program means, just what is needed 
in order to make the program successful—the degree of public sup- 
port and compliance that will be required. That will be broken down 
to press, radio, special programs of various kinds, community pro- 
grams. 

Mr. Wieeteswortu. Let us see the over-all. If you take the field 
offices into account, you are figuring on over 619 people in that par- 
ticular work. 

Mr. DiSatie. That plan covers about 100 offices, at an average of 
about five per office. 

Mr. WiccieswortH. You have got 14 regional offices, and that is 
all you contemplate, I understand ¢ 

Mr. DrSauie. That is all. 


STANDARD STAFFING PATTERN,FOR REGIONAL OFFICES 


Mr. Wiceteswortn. Well, take column 2 of the exhibit that has just 
been put in the record, and divide each figure by 14. Would that 
give a picture of the typical regional office? I suppose there is some 
variation in size. 

Mr. DrSauie. There is some variation in size and, of course, those 
offices are not fully manned at this time. It would give you a fairly 
accurate picture of regional offices as they exist today. 

Mr. WiccLeswortH. Suppose you insert in the record a little table 
which shows a typical set-up of a regional office, and what you contem- 
plate under this request ? 

Mr. DrSatxe. There is a chart on page 2. 

Mr. Wiccieswortu. I see that chart, but it doesn’t give the number 
of people, and we can’t very well put a chart in our hearings. If you 
put in tabular form 





Mr. DiSauir. We will do that, and furnish the number of people. 

Mr. Coox. Some of that information is included in exhibit C. It 
is on page 71 for regional offices, 76 for the district offices. 

Mr. DiSatre. It still doesn’t give the number of people. 

Mr. Cook. It doesn’t give the number of people. 

Mr. DiSatxe. We will furnish the number of people. 
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Tentative standard staffing pattern for regional offices, fiscal year 1951 




















Organization and position | Posi- 
title tions 
OFFICE OF REGIONAL 
DIRECTOR 
Regional director ; 1 
Deputy regional director 1 
Secretary _.....-.......--. 1 
Clerical assistants 9 
OFFICE OF RE@ ONAL 
PRICE EXECUTIVE 
Revional price executive 1 | 
Business specialist (retail) 1 | 
Business specialist (serv- 
ices) ; : 1 
Clerical assistants. 11 
COMMODITY DIVISIONS 
Division directors 4 
Business specialists 4 | 
Business analysts 40 | 
Clerical assistants 30 
ECONOMIC ANALYSIS 
DIVISION 
Regional economist. 1 
Economist = 1 
Economists_-_.....--- 2 
! 
Statisticians 2 
Clerical assistants 5 
OFFICE OF THE REGIONAL 
COUNSEL 
Regional counsel 1 
Assistant regional counsel l 
Attorneys 2 | 
Do 4 
Clerical assistants 10 | 
ENFORCEMENT DIVISION 
| 
Regional enforcement Pr 
officer. — : | 
Attorney-investigator. 1 } 
Investigators. .._...- 26 |} 
| 
Clerical assistants - - ----.-- 42 | 
ACCOUNTING DIVISION } 
(INDUSTRIAL AND COM- 
MERCIAL) 
! 
Regional accountant = 1 | 
Cost accountants. _ 6 
Clerical assistants... --- 3 


| G 
G 


Grades 


GS-12. 


2 


RR 


( 4. 
G 3. 
GS8-7 
S-12. 

1 


LRAR 
= RD 


| GS-15. 


GS-i4. 
GS-13. 


through 


8-12. | 
5 and below. |} 


through 


5 and below 


|| Organizaticn and position 
| title 


| PURLIC INFORMATION 
DIVISION 
| 
| 


Regional information offi- 
cer. 

Organizations representa- 

| _ tive. ; 

|| Information specialists 

Clerieal assistants - -.__._- 

| MANAGEMENT DIVISION 

| Executive officer i 

| Organization and meth- 

ods examiner. 

|| Clerical assistants -- - 


iH PERSONNEL RRANCH 


Personne! officer__..__.- 
Chief posi.ion officer. 
Position classifier 

Chief training officer 


| actions). 

|} Clerical assistants - - - - -- 
BUDGET AND FINANCE 
\ BRANCH 


Chief of branch_. 
Budget officer 
Chief accountant 
Accountants 
Payroll supervisor 
Voucher examiner 
Clerical assistants 


ADMINISTRATIVE SERVICES 
AND DISTRIBUTION 
RRANCH 


GS-11 or Gs-12. 


GS-5 and below. || 


Chief of branch 
Chief, Distribution Sec- 


| tion. 
Chief, General Services 
GS-15 Section. 
Chief, Printing and Vis- 
GS-13. ual Presentation Sec- 
GS-7 through || tion. 
GS-11. | Procurement and supply 
GS-5 and velow. || officer. 


Ct mt et 


Section. 
Clerical assistants _- 


i Total 


1 or GS-13. || 
5 and below. 


Chief, Communications | 





| 
j 


| 


4 Te 
Personne] officer (trans- | 


| 
| 
| 


| 





| 


Posi- 
tions 


mt ph pet et ped 


20 


nm 





Grades 


R 
- 


1 or GS-12. 
S-5 and below. 


GS-12. 
GS-9 or GS-11. 


GS-5 and below. 


Adds Ree 
‘ me WNW 


wr GS-9. 


RPRRRL 


and below. 


GS-5 and below. 
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Mr. WiceLeswortH. How many regional offices have you got? 

Mr. DrSatie. Fourteen. 

Mr. Wiccrreswortu. I mean, district. 

Mr. DiSatie. We have approximately 76 now, and contemplate 11 
more. 

Mr. Wiceteswortn. You contemplate 11 more in this fiscal year. 

Mr. Cook. In this fiscal year; yes, sir. 

Mr. Wicoieswortu. Is that what about you picture, looking ahead. 

Mr. Coox. That is what we anticipate ; yes. 

Mr. Wiceieswortn. In other words, that is your maximum as you 
see it now? 

Mr. Cook. As we see it now; yes. 

Mr. Wiceteswortn. And you have got, over-all, from this exhibit, 
8,890 people and 76 offices ? 

Mr. Cook. It is based on 87 offices—76 now, plus 11 additional. 

Mr. Wieeteswortu. Oh, 87 offices ? 

Mr. Cook. That is right. 

Mr. WiceteswortH. That is about 100 people per district office ? 

Mr. Coox. Yes, sir; approximately. 

Mr. WiecieswortH. Will you need all that personnel in the local 
office ? 

Mr. Coox. No. Some of these offices cover entire States, and most 
of them cover pretty large areas, large segments of our economy. 

Mr. Wicetreswortn. What is the function of the district office? 

Mr. Coox. The district office is the operating office. The regional 
office is the supervising office. 

Mr. Wiecteswortu. For enforcement, you mean? 

Mr. Cook. For enforcement, also. It is an operation for enforce- 
ment, for price operations. 

Mr. Wiceitesworru. You have got a lot more in here~-than 
enforcement. 

Mr. Cook. It is for all operations. It is the operating office for 
all activities on ihe price program. 

Mr. Wicetesworrn. You mean, an interpretation of the regula- 
tions which are issued ? 

Mr. Coox. It is more than interpretation. First of all, it is trade 
relations, getting information to the public, who are the consumers, 
with respect to the program, in order to insure that they know about 
the regulations and what they mean. Secondly, we provide for tak- 
ing care of new items and new businesses which might come up in 
that connection, adjustments, and then enforcement; and that is a 
very broad statement. 


STANDARD STAFFING PATTERN FOR DISTRICT OFFICES 


Mr. Wiaerieswortu. I wish you would put a similar table, that 
you were asked before, with respect to regional offices, with respect 
to the district office. 

Mr. Cook. Yes, sir. 





(The table is as follows :) 


Tentative standard staffing pattern for an average district office, fiscal year 195f 





Organization and posi- 
tion title 





OFFICE OF DISTRICT 
DIRECTOR 


District director 
Deputy district director -_- 
Clerical assistants. _..-__- 


OFFICE OF DISTRICT PRICE 
EXECUTIVE 


District price executive 

Business specialist (retail 
and services). 

Clerical assistants _- 


COMMODITY RRANCHES 


Branch chief 4 
Business analysts--._---- 


Clerical assistants _ _ ._._- 


ECONOMIC ANALYSIS 
BRANCH 


Eeonomist.4:-.......-...- 
Se ee 


Clerical assistants... ----- 


ACCOUNTING RRANCH 
(INDUSRIAL AND 
COMMERCIAL) 


Accountant. 
1 eee 
Clerical assistant 





Posi- 
tions 


1 
4 
3 


Grades 


Organization and posi- 
tion title 





GS-14. 
GS-13 or GS-14. 
GS-5 and below. 


GS-13 or GS-14. 
GS-12 or GS-13. 


GS-5 and below. 


GS-12 or GS-13. 

GS-7 through 
GS-12. 

GS-5 and below. 


GS-12. 


GS-5 through 
GS-ll 


GS-5 and below. 





GS-13. 
GS-11 or GS-12. 
GS-5 and below. 


DISTRICT COUNSEL’S 
RRANCH 


District counsel 
Attorneys. ....-........- 
Clerical assistants - - __-- 


ENFORCEMENT BRANCH 
District enforcement offi- 
A aeteande vestigators___ 
Investigators - _- 

Clerical assistants 


PUBLIC INFORMATION 
RRANCH 


District information offi- 
cer. 

Organizations representa- 
tive. 

Information specialist __ - 


Clerical assistant 


MANACEMENT BRANCH 





Administrative officer - 
| Administrative assistant 
| Personnel clerks----__--- 
Clerical assistants 











P 








Posi- 
tions 








Grades 


GS-13 or GS-14, 
GS-11 or GS-12. 
GS-5 and below. 


GS-13 or GS-14, 


GS-11 or GS-12. 
GS-7 through 
g 


Gs-5 and below. 


18-9, 
( 


GS-5 and below. 


+S-12 or GS-13. 
GS-7 or GS-9. 
GS-5 or GS-7. 
GS-5 and below. 


Mr. WiccLeswortH. What do you pay your regional director or 
district director. 
Mr. DiSauue. We are now paying regional directors at the rate of 
a grade 15, $10,000. I don’t feel that we are going to be able to hold 


some of our people at that figure. 


to ask for supergrades. 
that we can get at least a “16 


I think that we are going to have 


Mr. Wicciesworru. What do you pay the district men / 
Mr. DiSauuz. The district directors are now being paid at the grade 
of 14, which is $8,800, and I feel we will have to wind up paying $10,000 
for district directors, depending, of course, on locality and the impor- 
tance of the district office. 
Mr. WiceLesworrn. To whom do you apply for this supergrade ? 
Mr. DiSatze. The Civil Service Commission. 
Mr. Wiceteswortnu. Is there authority for them to grant those in- 


creases ¢ 


In the case of regional directors, 1 am hoping 
for them, which will be $11.200. 


Mr. Coox. They have stautory authority to grant supergrades to 
defense agencies, with a limitation of a ceiling of 250 for all defense 
agencies under the Defense Production Act. 

Mr. Wiecieswortn. Two hundred and fifty supergrades for all 


defense agencies? 
Mr. Coox. Correct. 





COMMUNICATIONS 


Mr. Wiceieswortn. Mr. Davis spoke this morning about those 
wires sent to the various mayors for appointment of committees to 
act, and clarify and explain wage and price stabilization. I uwnder- 
stand that 1,253 of those wires were sent, at a cost of $12,000; is that 
correct ? 

Mr. DiSauie. That is right. 

Mr. Wiceteswortn. There would be a mail saving, I assume, of 
around $10,000 on that single transaction ? 

Mr. Davis. They have some sort of clean bill of health on that, for 
frankness in admitting it. 

Mr. Wicetesworrn. I understand you feel you have got that thing 
well in hand now, and properly under control ? 

Mr. DiSauve. I think that is right. 

Mr. Wiceteswortn. That is all. 


OTHER CONTRACTUAL SERVICES 


Mr. Davis. There is one thing I overlooked, Mr. Chairman, this 
morning, and that was on this matter of other contractual services ; 
and the reason I am asking you about that, in the hope of getting some 
‘rather detailed information, is that you have listed here several 
other agencies from which you expect to gain these contractual services, 
and quite a number of them have already been in to ask for additional 
services within those agencies, on the basis that they are being called 
upon by the defense agencies to do additional work for them; and 
I hope that you can furnish us with information that will show quite 
definitely whether or not there may be duplication in the requests they 
are making with what you are doing for contractual services for them. 

Mr. Cook. I will submit that for the record, but I would like to make 
a statement. We are watching that very, very carefully, and examin- 
ing every contract, to make sure that it doesn’t duplicate the type of 
work that that agency will ordinarily do. It will be something that 
will be done in addition to their regular work. We have watched every 
one of those contracts very, very carefully. 

(The following was submitted later :) 


OT OTHER CONTRACTUAL SERVICES (WORKING FUNDS WITH OTHER FEDERAL 
AGENCIES ) 


The Office of Price Stabilization is utilizing the services of certain other Federal 
agencies which are equipped to assist the Office of Price Stabilization by furnish- 
ing information or providing services. Among the agencies which are providing 
such assistance are the Federal Trade Commission, the Department of Commerce, 
the Bureau of Labor Statistics, the Bureau of Mines, and others. The cost of 
agreements already consummated for the third quarter total $866,490. These 
agreements will be continued into the fourth quarter and, in addition, it is 
anticipated there will be need for additional agreements to provide information 
not already covered by existing agreements. As additional regulations are issued, 
additional agreements will no doubt be required to furnish information required 
by the regulations or in the administration of the regulations. 

The Othice of Price Stabilization is carefully checking the working arrangement 
involved in each agreement to provide assurance that the costs involved are in 
fact necessitated by reason of additional work to be performed by such agencies 
above and beyond the regular work of those agencies. 

The agreement with the Federal Trade Commission, for example, involves the 
development of special information involving the wholesale and retail distribu- 
tion trade—an area for which the Federal Trade Commission is not regularly 
assembling and publishing data. The Bureau of Mines, as another example, will 
tabulate the returns received from various coal-mining producers which furnish 
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information pursuant to ceiling price regulation 3. That agency has the neces- 
sary equipment and facilities to perform these services but requires funds for the 
additional personnel to perform the services under the agreement. 

It is considered more economical, particularly in the early development of the 
agency, to utilize the existing facilities and organization of other agencies to 
perform special services rather than establish a separate organization with 
related equipment to perform such services. 

Discussions have been held with representatives of the Bureau of the Budget 
regarding the most economical manner in obtaining the information required 
and the Bureau of the Budget in each instance has encouraged the use of existing 
facilities in other governmental organizations, rather than establishing our own, 
at least in the initial stages of our organization on the basis that it is more eco- 
nomical for the other organization to perform the work. 


WorKING AGREEMENT DETWEEN THE FeperRAL TrApE COMMISSION AND THE OFFICE 
OF PRICE STABILIZATION, ECONOMIC STABILIZATION AGENCY 


1. It is agreed that the Economie Stabilization Agency will provide the Federal 
Trade Commission not in excess of the sum of One Hundred Twenty-Five Thou- 
sand Dollars for the fiscal year ending June 30, 1951, of which $25,000 has been 
paid to date, $50,000 to be paid not later than February 20th, 1951 and the re- 
maining $50,000 to be paid not later than April 2, 1951, which sum will be used 
to make two consecutive quarterly estimates as provided by the Quarterly Fi- 
nancial Report Form Schedules A and B as approved by the Bureau of the Budget 
for the first and second quarters of the calendar year 1951 for wholesale trade 
corporations and retail trade corporations as specified below. 

2. The sample of wholesale trade is to be based on the stratification of whole- 
sale trade corporations in accordance with not less than the following eight (8) 
three-digit groups of merchant wholesalers : 

501. Motor Vehicles and Automotive Equipment. 

502. Drugs, Chemicals, and Allied Products. 

503. Dry Goods and Apparel. 

5O4. Groceries and Food Specialties. 

505. Farm Products—Goods for Immediate Consumption. 

506. Electrical Goods. 

507. Hardware and Plumbing and Heating Equipment and Supplies. 
508. Machinery, Equipment, and Supplies. 

3. The sample of wholesale trade is not to include any stratification for the 
following three-digit group of merchant wholesalers ; 

509. Miscellaneous Merchant Wholesalers. 

4. The sample of retail trade is to be based on the stratification of retail trade 
corporations in accordance with not less than the following seven (7) two- 
digit groups: 

52. Building Materials and Farm Equipment. 
53. General Merchandise. 
54. Food. 
55. Automotive Dealers and Gasoline Service Stations. 
56. Apparel and Accessories. 
57. Furniture, Home Furnishings, and Equipment. 
58. Eating and Drinking Places. 

5. The sample of retail trade is not to include any stratification for the fol- 
lowing two-digit group: 

59. Miscellaneous Retail Stores. 

6. In all instances, without exception, one and only one copy of any schedule 
will be required from any and all of the corporations hereinbefore and herein- 
after mentioned since, not only does it appear that there will be no funds available 
for processing the returns in duplicate but, should there be such funds available, 
they will be used for those needs hereinbefore and hereinafter mentioned, all of 
which are deemed to be more necessary. 

7. The financing of this operation will be from a working fund which will be 
established for the money transferred (from ESA). All expenditures incurred 
under this agreement shall be charged to this fund. The accounting records for 
these eosts will be available for examination of the ESA representatives. A 
monthly report of actual obligations will be furnished to ESA by the 15th of the 
month following the reporting period. 
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8. The Federal Trade Commission will procure the equipment required for 
the expansion of the personnel and will charge these purchases to the working 
fund hereby established and will appropriately affix to this equipment a label 
which reads O. P. S.-E. S. A. 

9. Commitment for fiscal year 1952 is subject to congressional action extending 
the life of ESA-OPS and making appropriations available. The ESA agrees to 
officially inform the Federal Trade Commission not later than May 31, 1951, 
of its intentions regarding extending this agreement after the fiscal year 1951. 

For the Federal Trade Commission : 

D. ©. DantEt, Secretary. 

Date: February 19, 1951. 


For the Economic Stabilization Agency : 
G. GRIFFITH JOHNSON, 
Assistant Administrator for Economic Policy. 
PAUL M. GREEN, 
Acting Assistant Director for Accounting. 
Date: February 17, 1951. 
Seonomic Stabilization Agency Cont'd. 
RicHarp F. Cook, 
Assistant Administrator for Management. 
Date: February 17, 1951. 


WorKING AGREEMENT BETWEEN THE FEDERAL TRADE COMMISSION AND THE 
Economic STABILIZATION AGENCY ON THE EXPANDED FINANCIAL REPORTS 
PROJECT 


1. It is recognized that the Beonomic Stabilization Agency may require an 
expansion of the current quarterly industrial financial report series. This expan- 
sion is needed to provide basic data for ESA policy formulation purposes and to 
provide information which may be of aid in specific price control problems. 

2. It is agreed that the Federal Trade Commission will expand the present 
reporting series within the limits of practicality according to the needs as 
determined by the Economie Stabilization Agency. The determinations which 
are yet to be made by ESA include (1) the final size of the expanded sample 
in manufacturing, mining, and trade, (2) the subdivisions of manufacturing 
industries for which data is desired, and (3) the final details of the reporting 
form. 

3. The Economie Stabilization Agency agrees to the immediate transfer to the 
Federal Trade Commission of an amount of Twenty-five Thousand Dollars 
($25,000.00) for the purposes of (1) developing the sample of companies, and 
(2) making the preparations for initiating the expanded project as soon as 
the determinations in paragraph 2 are made, which involves staffing and 
developing of mailing lists. 

4. The ESA will, as soon as possible within the next thirty days, assuming 
sufficient sample information is presented to ESA, make the determinations noted 
in paragraph 2. It is also recognized that if some of the decisions are not made 
by February 1, it will not be possible to obtain first quarter data. Also during 
this period it is agreed that ESA and the FTC will in consultation with the 
Bureau of the Budget and other interested agencies formulize the projected 
budget and financial responsibilities for this project. 

5. The financing of this operation will be from a working fund which will be 
established for the money transferred (from ESA). All expenditures incurred 
under this agreement shall be charged to this fund. The accounting records 
for these ecsts will be available for examination of the ESA representatives. 
A monthly report of actual costs will be furnished to ESA by the 15th of the 
month following the reporting period. 

For the Federal Trade Commission : 

D. ©. Dantet, Secretary. 

Date: January 25, 1951. 

For the Economic Stabilization Agency: 

J. W. Brack, Ir., 
G. GRIFFITH JOHNSON, 
Assistant Administrator for Economic Policy. 
RicHaArp F. Coox, 
Assistant Administrator for Management. 
Date: January 29, 1951. 
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WorRKING AGREEMENT BETWEEN THE Bureau or Lasor Sratistics, U. S. 
DEPARTMENT OF LABOR AND THE OFFICE OF PRICE STABILIZATION, ECONOMIC 
STABILIZATION AGENCY 


1. The purpose of this agreement is to authorize the Bureau of Labor Statistics, 
U. S. Department of Labor, to enlarge its staff to provide the Office of Price 
Stabilization, Economic Stabilization Agency with necessary price information 
and analyses. The type of price data required by OPS is described in the 
attached project statement, titled “Prices and Cost of Living Studies for Economic 
Stabilization Agency to be Performed by the Bureau of Labor Statistics Estimate 
for the Third Quarter, 1951.” 

2. It is agreed that the OPS will establish immediately a working force of 
$98,000.00 to allow the BLS to initiate the expansion of its staff both in Wash- 
ington and in the field offices as set forth in the attached statement. 

3. It is agreed that the BLS should expand its facilities to the level indicated 
for the worklond anticipated by March 31, 1951. It is further agreed that the 
work load for the fourth quarter of fiscal year 1951 and for the entire fiscal year 
1952 will not be less than the March 31, 1951 level, but the Office of Price Stabili- 
zation reserves the right to determine whatever further expansion, if any, beyond 
the March 31, 1951 level will be needed and will within the next sixty days 
further define the workload which can be expected and for which staff need be 
provided. 

4. The OPS will provide all equipment which need be purchased for the 
expansion of BLS personnel in the field offices attached to the OPS regional office. 

5. The BLS will provide the equipment required for the expansion of depart- 
mental personnel, will charge these purchases to the working fund being estab- 
aaa and will appropriately affix to this equipment a label which reads “OPS, 

Ss 

6. The financing of this operation will be from a working fund which will be 
established for the money transferred (from OPS). All expenditures incurred 
under this agreement shall be charged to this fund. The accounting records for 
these costs will be available for examination of the OPS representatives. A 
monthly report of actual obligations will be furnished to OPS by the 15th of the 
month following the reporting period. 

7. Commitment for fiscal year 1952 is subject to congressional action extending 
the life of ESA-OPS and making appropriations available. 

For the Economic Stabilization Agency: 

CHARLES R. DONOVAN, 
Office of Price Stabilization, ESA. 
RicHarp F. Coox, 
Assistant Administrator for Management, Economic Stabilization Agency. 

Date: January 28, 1951. 

For U. S. Department of Labor. 

JAMES E. Dosson, 
Director, Office of Budget € Management, U. S. Department of Labor. 
Date: January 29, 1951. 


PRICES AND Cost oF Livine STupIES FoR Economic STapitizaTion AGENCY To Br 
PERFORMED BY THE BureEAU oF LaAsor SratistTics EstTiIMATE FOR THE THIRD 
QUARTER, 1951 


I, GENERAL REQUIREMENTS 


The Economic Stabilization Agency will require from the Bureau of Labor 
Statisties a substantial amount of price data and analyses consisting of— 
1. Basic price statistics and market information. 
2. Special purpose price tabulations, indexes, and analyses. 
3. Market situation information for specilic commodities or commodity 
groups involved in current or anticipated problems of price stabitization. 
4. Special collection of price information not regularly obtained, tabulated 
or analyzed by the BLS. 
More specifically these categories of requirements will require the following 
type of collection and analysis: 
1. Basie price statistics and market information: 
(a) From currently collected BLS price statistics and market informa- 
tion ESA will need spot market, primary market, consumers’ price data 
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for past and current periods. These data will need some tabulation and 
analysis to note percentage change in priees from various base dates, and 
explanatory analysis of the basic factors of change. ‘This type of data 
will be required both on specific request for a “onetime” run and on a 
continuing basis. 

(b) Weekly reports of price developments and comparisons of current 
prices and price indexes with those of earlier periods. This type of data is 
similar to the Summary of Price Developments currently being received but 
will also be requested on a continuing basis in particular commodity areas. 

2. Special purpose price tabulations indexes and analyses: 

(a) Tabulations on an initial and/or on a recurring basis for such in- 
formation as price movements in controlled and uncontrolled commodities, 
munition prices, strategic and critical material prices. 

(>) Analyses of commodity price structures over a period of time and 
between commodities at various points of time. 

It is anticipated that both (@) and (b) above can be developed from basie ma- 
terial in BLS files and current information being collected. 

3. Market situation for specific commodities or commodity groups involved in 
current or anticipated preblems of price stabilization : 

(a) The collection and basic analysis of past and current price data of 
particular commodity or market problems. This will involve use of material 
from BLS files, from sources in Washington, from BLS regional offices, as 
well as from special field investigations, 

(b) Most of the immediate requests for this type of service will be of the 
spot variety, but in time they will inyolve broader inquiries and special 
studies concerning the efficacy of price stabilization activities. 

4. Special collection of price information not regularly obtained, tabulated or 
analyzed by the BLS: ; 

(a) In the immediate future this category of requirement will be re- 
stricted to minor requesis for increasing the period of reporting of some 
prices or the additional coverage of some prices in the reporting system. 

(b) At a later date, special studies of a substantial nature may be re- 
quired, such as wholesale-retail margin studies, consumers’ prices and cost 
of living studies involving special collections in cities not regularly surveyed 
by BLS, and so forth. 


II. PROPOSED OPERATING PLAN FOR WCRK WITH ESA 


The Price Division proposes for the most part to integrate the work to he 
performed for ESA with its other functions. A careful consideration of the 
likely demand for ESA work and our experiences during World War II lead us 
to believe that the work can most effectively and economically be carried on 
in this fashion. 

1. Our proposal is that we establish a small staff, headed by a GS—13 and 
comprising a total of approximately six employees, which will be respon- 
sible for all requests from EST for Price Division material and through 
which will flow all completed reports. It would be the function of this staff 
to see that the requests are distributed within the proper branches and 
commodity sections and that the results are centralized and consolidated and 
to prepare regular analyses of the general situation. This group will also 
be responsible for the regular flow of current data to ESA. 

2. In order to carry on this work effectively it will be necessary to sup- 
plement the existing staff in the commodity sections by market analysts and 
by junior staff members to carry on the work and to help replace the time 
of the existing senior staff members who, at least for some time, will be 
the major source of information and necessary reports. This staff will 
eventually consist of approximately 40 employees. 

3. In addition to the professional members to be added to the Washington 
staff, we can foresee the necessity of adding a substantial clerical group 
consisting of both typing help an! research and statistical clerks. The e~act 
number of such people to be added, of course. will vary with the load that 
does materialize from ESA, but the request for a working fund is based 
upon the experience of the Bureau in the relationship between clerical and 
professional staff members. It is expected that by June 30 there will be ap- 
proximately 70 clerical employees on the rolls. 

4. Finally, we propose to add regional price economists who will be avail- 
able to assist the regional oflices of ESA with any material that they may 
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require from the Price Division, to perform such necessary spot field sur- 
veys as are deemed essential, and to cause to flow into Washington reports 
of local market conditions which can then be synthesized with existing data 
here in the preparation of reports for ESA. 

The foregoing statemetts are based on the assumption that by June 30 we 
will have greatly expanded this work and that the staff will be at least doubled. 
As of March 31, 1951, it is expected that the Washington staff will be approxi- 
mately 27 professional and 38 clerical employees, and the field staff will total 
14 professional and seven clerical employees—a total of 86 employees. 


Ilf. PROPOSED BUDGET AND ACCOUNTING 


Wor the thicd anarter Gece) yoer. tops... Se $ 98, 000 
It is also requested that an additional sum of #30, 000 be mi: 1ade available 
immediately to provide for equipment that will be required for the 
additional staff to be added during the fourth quarter. If the staff 
is to be added quic Kly, it is in the interest of efficiency that editanace 
be made for obtaining required equipment at an early date___—_ 30, 000 
Estimated budget allocation for the fourth quarter fiscal year 1951, 
approximately_______- =o Sa. ee St See 
The BLS will m: tintain a record of. the work ‘delivered to the ESA and maintain 
a system of accounting which will prorate to the ESA working fund being es- 
tablished their portion of the cost properly chargeable to the ESA. 


Prices and cost of living studies for economic stabilization agency to be performed by 
the Bureau of Labor Statistics estimate for third quarter, 1951 


} } ! 
Posi- | Man- : | | Posi- | Man- | cae 
“nea J s } oe . Cost 
tions | months } tions | months 


Departmental: } i} Travel: 
GS-13 | District of C olumbia, | | | 
15 man-months at | | 
$600 ? me | 
Field, 15 man-months 14, 400 
at $360 | 
Transportation of things |_- | } , 000 
Communication services 
(140 months by $6.50) : 910 
Rents and utility services | 
(21 employees, at $60) 


GS-12 
GS-1 
Gs-9 

Gs-7 

GS-5 
Gs-4 
GS-3 


“ho Hore bo 


2 
co 


Total departmental 


Printing and reproduc- | 


Field: | tion 
GS-13 : : , 266 |, Other contractual serv- 
GS-12 j 3, ices 
| | See ee | 2, Supplies and materials 
GS-7 ) : (140 months by $4.00) 
GS-3 : me \ , 989 || Equipment: 

— i | Typewriters (12 by | 
Total field. ‘ 29 | , 665 | $126). | 
ee Basic furniture (86 by 
Total per annum 86 | 47,705 $160) 
W. A. E. (500 man-days, | Adding machines (15 
at $10.20) ‘ ate 5, by $278) 
|- -|——_—|- - || Caleulators (15 by 
Total personal serv- | Ne 
ices. } 


Total nonlabor~ —..|__. 45, 195 


! 

| —— — —_—— = 

| | Grand total... .._.} CMe 98, 000 
| } 





Mr. DiSauir. We have studied it from the standpoint that it is a 
service which they could do better for us than we could do for our- 
selves. We are also being very careful that they don’t slough off on 
our appropriation something that they would ordinarily do, them- 
selves. 

Mr. Davis. I think it is sufficient to ask them to do that work for 
you. On your contractual obligations, take, for illustration, a cer- 
tain agency; if you asked them to do a job, and part of that job would 
be something that they would ordinarily be doing, that could ordi- 
narily be prorated—say, it is a statistical-gathering function, and you 
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are asking a little bit extra. Is there some prorating done by you as 
to the portion of the total job that you are going to let them charge to 
you, in cases of that kind? | 

Mr. Coox. Yes. We watch every case, and we examine that, to make 
sure that we pay only our pro rata share of the things that we would 
do, ourselves; we do not ask them to do it. We have had some ex- 
perience, and we cut back some of the contracts very aggressively. 

Mr. Davis. As I understand, you are going to submit a tentative 
allocation of the contracts here, that will show this whole commital ? 

Mr. DiSatte. Would you like to have copies of the agreements at- 
tached ¢ 

Mr. Davis. My judgment would be to have, maybe, one or two of 
each of such copies; otherwise, we will clutter up the record too 
much. 

Mr. DiSauue. I think the two major ones are the Federal Trade and 
the Bureau of Labor Statistics, which will be helpful. 

Mr. Davis. Is that agreeable with the chairman ¢ 

Mr. Kirwan. Yes. 

Mr. Taser. How much money are you figuring to pay the Bureau 
of Labor Statistics? 

Mr. DiSattz. Do you have the breakdown of that? The fourth- 
quarter estimate would run approximately $175,000. 

Mr. Taner. And the Federal Trade? 

Mr. Coox. The same amount, $175,000. 

Mr. Taper. You are voing to hire the Federal Trade to do what ? 

Mr. Coox. To do some of the sampling processes to get some of the 
basic information we will need in order to base our price regulations 
upon. They will gather the information they will not ordinarily 
prepare. 

Mr. Taser. You are asking them for labor statistics, probably, cost 
indexes on prices and wages, and that kind of stuff ? 

Mr. DiSaute. That is right. 

Mr. Taser. Well, they get those in, don’t they ? 

Mr. DiSaute. Well, not as broadly as we will need them. They 
will have to expand to get the information that we need. 

Mr. Taper. I think that is all I have. 


RATIO BETWEEN PORK AND CORN 


Mr. Cannon. What is your attitude toward the traditional ratio 
between pork and corn? You know the accepted ratio for years has 
been 100 pounds of pork to 13 bushels of corn. That is, the price of 
pork ought to be high enough for 100 pounds of pork to buy 13 bushels 
of corn in the open market. In fixing a selling price what would be 
your attitude toward the ratio of 1 to 13? 

Mr. DiSauie. That is what I had in mind. Of course, it has not 
been put up to me yet and I would want to have all the facts before me. 

Mr. Cannon. But that is what you now have in mind? You know 
we can’t feed 21 cent hogs $1.66 cern. But with corn at $1.66 we could 
get by with hogs selling on the farm at somewhere between $23 
and $24. 

Mr. DiSatxe. That sounds about right to me. 

Mr. Kirwan. That is all. Thank you, Mr. DiSalle, and you folks, 
for coming up. 
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Mr. DrSauze. Thank you very much. I thank the committee for 
their attention and consideration. MS icon 
Mr. Kirwan. We will now take the Wage Stabilization Board. 


Waae SrapitizatTion 
WITNESSES 


HARRY WEISS, ACTING EXECUTIVE OFFICER 

WALTER DABULEWICZ, ACTING DIRECTOR OF ADMINISTRATIVE 
MANAGEMENT 

LLOYD A. NELSON, ACTING DIRECTOR, BUDGET AND FINANCE 


Mr. Weiss. Mr. Chairman, I am appearing in behalf of the Wage 
Stabilization Board. I have a prepared statement that I can read, 
if you like, or if you would rather have me put it in the record and 
answer questions, I would be happy to do that. 

Mr. Kirwan. Read it. 


GENERAL STATEMENT 


Mr. Weiss. Mr. Chairman and members of the committee, Mr. 
Cyrus S. Ching, Chairman of the Wage Stabilization Board, is unable 
to be here with you today. He has requested that I express his regrets 
to you for his inability to appear before you at this time. 

The budgetary submission for the Wage Stabilization Board repre- 
sents the combined judgment of the staff which is presently attached 
to the Board. As you undoubtedly know, the tripartite composition 
of the Board was upset during the latter part of February by the 
withdrawal of the labor members from the Wage Stabilization Board. 
Since the tripartite Board was empowered to administer the wage 
stabilization program, this necessarily had a delaying effect on the 
development of both the wage stabilization program and the recruit- 
ment of a staff both at the Washington level and in the field. 

Because we have not had a functioning Wage Stabilization Board 
since the latter part of February, many basic decisions on personnel, 
organization, and administration have necessarily been postponed 
pending reconciliation of the basic problem created by the withdrawal 
of the labor members of the Board. In spite of this unavoidable con- 
dition a small staff, many borrowed from other agencies, have pro- 
ceeded to outline a tentative administrative plan for the Wage Stabili- 
zation Board subject, of course, to amplification as additional wage 
stabilization policies are developed. 

To a large exent the basic organization which is deemed necessary, 
both at the Washington level and in the field, is predicated upon the 
kind and size of organization which handled the wage stabilization 
program during World War II under the jurisdiction of the War 
Labor Board. Up to the present time 10 basic general regulations 
regarding wages and salaries have been issued. With the issuance 
of these regulations a substantial amount of activity resulted. To 
preclude the possibility of unnecessary delays in processing requests 
from industry and labor for advice and clarification on these wage 
regulations, the Wage Stabilization Board requested the assistance 
of the Wage and Hour and Public Contracts Division of the Depart- 
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ment of Labor to undertake the task of disseminating such instruc- 
tions through their existing national and field offices. It was agreed 
that the costs of this assistance would be defrayed from funds made 
available to the Wage Stabilization Board. Requisite statistical data 
on wages were contracted for with the Bureau of Labor Statistics, 
Department of Labor, and that Bureau has already madeeavailable 
much valuable basic data which the Board requires in considering 
prospective wage policies. 

The present status of the wage stabilization program is that there 
is a Nation-wide freeze order in effect, together with a series of regu- 
lations which modify this freeze order in various respects. Six of 
these regulations were issued by the Wage Stabilization Board prior 
to the withdrawal of the labor members. One additional regulation 

vas recommended by the majority of the Board and was approved by 
the Economic Stabilization Administrator. Three additional regu- 
lations were issued by the Economic Stabilization Administrator. 

The small staff of the Wage Stabilization Board could not possibly 
handle the great volume of inquiries growing out of the wage freeze 
order and the subsequent regulations. The Wage Stabilization Board 
has authorized the Wage and Hour Division to answer, as agents of 
the Board, these inquiries, subject to appeal to the Board and subject 
to review by Board staff. Moreover, a number of the regulations 
which have been issued call for reports‘of the authorized action to 
be made to the Wage and Hour Division. 

Organization plans, staffing patterns and the management details 
for the administration of the program, both at the national office and 
for the regional offices of the Wage Stabilization Board, are in the 
process of preparation. In addition to the planning and organiza- 
tional activities of the present staff, we are rendering interpretations 
and instructions on hundreds of inquiries which cannot be answered 
by the Wage and Hour Division. Additionally, we are receiving and 
analyzing petitions for wage and salary adjustments which originated 
as a result of issued regulations and require prior Board approval. 

Before the labor members withdrew, the Wage Stabilization Board 
authorized the establishment of regional boards in the 13 regional 
centers established by the President for the defense agencies. Our 
efforts in this direction at the moment are restricted to obtaining space 
in these 13 centers and in obtaining equipment for these 13 offices. 
This wiil enable us to move promptly as soon as the members of these 
13 regional boards are appointed. 

In order that the wage-stabilization program can proceed according 
to plan, we are requesting a total of $3,200,000 for the Wage Stabiliza- 
tion Board. This provides for an organization in the national office 
and in the 13 regional offices which will administer the decentralized 
program of the Board. Provision has been made in our fourth- 
quarter budget for funds to defray the costs of those programs au- 
thorized by the Board and performed by the Wage and Hour Division 
and the Bureau of Labor Statistics. 

T have several colleagues here to assist me in answering questions. 
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ORGANIZATION 


Mr. Kirwan. What was the composition of the Wage Stabilization 
Board prior to the withdrawal of the labor members? 

Mr. Weiss. The Wage Stabilization Board was composed of nine 
individuals, three of them representing labor, three representing in- 
dustry, and three public members. 

Mr. Kirwan. Who are the members now ? 

Mr. Weiss. The three public members are Cyrus S. Ching, Chair- 
man; Mr. John T. Dunlop, and Mr. Clark Kerr. The three industry 
members are Mr. J. Ward Keener, Mr. Reuben Robertson, Jr., and 
Mr. Henry B. Arthur. The three labor members were Mr. Emil Rieve, 
Mr. Harry Bates, and Mr. Elmer Walker. 

Mr. Kirwan. Does your organizational pattern parallel that of 
the OPS, both here and in the field ? : 

Mr. Wess. Only to this extent, that we are both establishing re- 
gional offices in the same locations. We don’t plan to have a district 
office below the regional level. The Wage and Hour Division field 
offices will be utilized for some preliminary work on applications in 
the other cities. The Board has felt it was more economical to use 
the Wage and Hour existing offices than to establish our own. That 
was the experience last time. 


REGIONAL OFFICES 


Mr. Kirwan. How far have you progressed in setting up your field 
organization ? 

Mr. Wess. We have space in 13 regional centers and we are about 
to get equipment, phones, and all the necessary facilities established 


at those 13 centers. 

Mr. Kirwan. Will it be necessary for your field organization to 
have daily contact with OPS field organization, or is that contact 
necessary only at the national level 

Mr. Weiss. I do not believe it is necessary at the local levels to have 
contacts. The problem of coordination is at the policy level, at the 
national office. Once you get the policies, each program operates 
pretty much on its own in the field. 

Mr. Kirwan. What will be the main functions of your field forces 
in enforcing orders and gathering information ? 

Mr. Weiss. Well, a good many of the regulations call for individual 
application for adjustment within the scope of the policies outlined 
in the regulations. It is contemplated the regional boards would 
handle them, rather than having them come to Washington, except 
in the case of firms which have locations all around the country. The 
will also be centers for information. They will also review the cok 
of the Wage and Hour Division, and the work will be delegated to 
them and they will supervise the investigational work that will later 
be carried on. 

Mr. Kirwan. Will your work in the main consist of petitions re- 
ceived, or consist primarily of your own initial studies here in Wash- 
ington ? 

Mr. Weiss. You mean the work in the regions? 

Mr. Kirwan. Yes. 

80820-—51—pt. 1——35 
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Mr. Weiss. No. I would say that, except for the supervision of 


investigational work and enforcement, in the main, it would deal with 


individual requests for adjustments within the framework of general 
policies. 


POLICY 





FOR ESTABLISHING REGULATIONS 


Mr. Kirwan. Describe the steps necessary to your issuance of a 
wage order. 

Mr. Weiss. You are now talking about a national wage regulation ? 

Mr. Kirwan. Yes. 

Mr. Weiss. Well, the Board has, of course, had presented to it at 
the time of the wage freeze, and subsequently, a number of problems 
that seemed to call for some regulations. The Board held conferences 
with representatives of labor and management in dealing with those 
problems. In one or two instances, panels of experts were appointed 
to advise the Board and to recommend to the Board appropriate 
regulations. Those recommendations go through a thorough diva 
sion at the Board, and then the regulation is issued on the basis of 
those various studies and information gathered. 

Mr. Kirwan. What wage orders have been issued up to date, major 
orders ¢ 

Mr. Weiss. As I say, 10 regulations have been issued, three of them 
by the Economic Stabilization Administtator after the labor members 
had walked out. The most basic one was issued and approved by the 
Wage Stabilization Administrator. Regulation No. 6 is probably the 
most basic one, and that is the one that calls for a maximum of 10 
percent in the way of general increases from the January 15, 1950, 
base period. That is, for those groups of individuals who did not get 
10 percent, this regulation authorizes general increases up to that 
amount. 

Mr. Kirwan. Well, what industries do the other cover—what 
subjects ? 

Mr. Weiss. One order, for example, exempts from the regulations 
the employees of States and municipalities, subject, of course, to the 
admonition that they comply with Board policies. Another regula- 
tion exempts charitable and educational institutions on the same basis 
as municipalities. Another order authorizes increases called for by 
State or Federal minimum-wage laws, bringing them up to the level 
of those laws. Another order authorizes internal wage adjustments: 
Merit increases, promotions, reclassifications and the like. All of 
those were frozen in the freeze order, and this general order No. 5 
allows for the normal operations of what we call plans for internat 
wage administration. An order issued by the Economic Stabilization 
Administrator permits the cost-of-living adjustment clauses to con- 
tinue to operate until June 30, even though they might, in particular in- 
stances, call for increases above the 10-percent limitation of general 
order No. 6, Another order issued by the Economie Stablization Ad- 
ministrator provides for so-called tandem adjustments. That is, at the 
time of the freeze date, you may have had a situation in which a wage 
increase was negotiated for the factory workers. It had been the 
custom of the plant to give it automatically to white-collar workers 
who weren't organized. Well, the freeze date caught that. Where 
those situations occurred, this order allows them to coraplete that 
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increase to the white-collar group. Another order issued by the Eco- 
nomic Stabilization Administrator provided rules for new plants, how 
they were to be determined, what rates they might pay. That gives 
you pretty much the over-all picture of the regulations up to date. 


RELATION WITH DEPARTMENT OF LABOR 


Mr. Kirwan. What working arrangements do you have with the 
Wage and Hour Division of the Department of Labor; what about 
the Public Contracts Division of the Department of Labor? 

Mr. Weiss. Well, at the present time, the Board has authorized the 
Wage and Hour Division to disseminate to the public the wage stabili- 
zation policies and to give rulings to individual requests in writing, 
subject to appeal of the Board. For example, if an employer reads one 
of these regulations and he is not sure whether the kind of adjust- 
ment he wants to make comes within it, he can apply to the nearest 
Wage and Hour Office and they can issue a ruling to him, in writing, 
which will either say, “Yes; you may make that adjustment without 
Board approval,” or, “No; you have to submit that to the Board.” 
Those rulings protect the employer in case it eventually should be 
found that they were in error; but until the time they are overruled, 
they have the force and effect of a ruling of the Board. 

Mr. Kirwan. Are there friendly relations between the Wage Stabi- 
lization and the Labor Department ¢ 

Mr. Weiss. Yes. The last War Labor Board experience indicated 
that, rather than an emergency agency building up a huge organiza- 
tion—it was sounder to delegate to existing agencies on a reimbursable 
basis such functions as can be performed by that agency. 

Now, it may well be—this hasn’t yet been decided—the Wage and 
Hour Division will be asked to do all the investigational work for the 
Board. The Board didn’t decide about that before the incident I 
referred to above occurred. 


CONTRACTS DIVISION 


Mr. Kirwan. How about the Contracts Division ? 

Mr. Weiss. Well, That Division is one division, Wage and Hour 
and Public Contracts Division, and these arrangements are made 
with that Division. 


EMPLOYMENT 


Mr. Kirwan. Your justifications indicate a total employment of 
700 as of March 31; what is your total employment today ? 

Mr. Weiss. The total employment today is about 100, and that is 
all in the national office. You see, because of the break up of the 
Board, we have not been able to proceed as planned on the regional 
staffing. We will have in the national office by the end of the month 
more than the 200 which we had contemplated. The Wage Stabili- 
zation Board agreed, as a matter of procedure, to the appointment of 
regional boards before it broke up, but they didn’t actually appoint 
the regional boards, and that is the factor that has delayed us. 

Now, we do plan within the next 2. 3 weeks. to stoff the regional 
offices with the necessary management personnel, so that the moment 
the Board is appointed, they can begin operating. The regional 
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boards, by the way, were to be tripartite boards, too, and the moment 
they are appointed, we can move with full steam. 

Mr. Kirwan. You do anticipate, then, the full 2,000 by the middle 
of May? 

Mr. Wess. By June 30. 

Mr. Kirwan. June 30? 

Mr. Weiss. Yes. 


WORKLOAD 


Mr. Kirwan. Give us an idea of the type of information you re- 
ceive from the Bureau of Labor Statistics, Wage and Hour Division, 
Public Health Serviee, for which you expect to pay $530,000 during 
the fourth quarter. 

Mr. Weiss. The Wage and Hour Division, I have explained briefly, 
does an educational program and answers inquiries. The first report 
we have had from them indicates that they are getting about 14,000 
informal inquiries a week, about 44,000 the first month. They have 
got to shift staff to work for us. In addition to that, they are getting 
about 1,000 formal requests for rulings a week. So that we have 
estimated that in the fourth quarter we would allocate about $400,000 
to them. I am informed by Wage and Hour that that will be too 
long, probably. They are keeping time records for us, and they will 
soon be ready to submit a more accurate estimate of their workload 
for us. Bureau of Labor Statistics is starting to get the most basic 
type of information required for a wage stabilization program. That 
is st getting for each labor market area data on key occupations 
found in that area, so that the regional boards will have bench marks 
to measure applicants. For example, a new plant comes into the 
area. They have to apply what rates can be paid by a new plant? 
Well, under the regulation, you have to look to comparable jobs in the 
area to determine what the ceiling rate should be. So, the moment 
the regional boards begin operating, they will have to have a great 
deal of that type of information and that is the primary thing, along 
with some other things, that the Bureau of Labor Statistics is getting 
for us. 

Mr. Kirwan. Do you expect to have a continuing arrangement 
with them ¢ 

Mr. Weiss. That is right. 

Mr. Kirwan. And you are getting $540,000 for the fourth quarter. 
How much do you need for Bureau of Labor Statistics for the fiscal] 
year ¢ 

Mr. Weiss. About $130,000 of that is for the Bureau of Labor 
Statistics. 

PUBLIC HEALTH 


Mr. Kirwan. What about public health? 

Mr. Weiss. Public Health is purely the Health Office. It is a very 
small item, for the health offices that you have in each location. 

Mr. Kirwan. What are you going to have for the full year? 

Mr. Weiss. Unfortunately, we have not been able to get the full 
year’s estimates. We have been pretty much handicapped with our 
limited staff; in fact, we don’t have a board, and we aren’t as. far 
along as we should be in anticipating our next full-year requirements. 
We are working on that now. 

Mr. Kirwan. Mr. Taber. 
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INTERCHANGE OF INFORMATION 


Mr. Taner. Have you an arrangement for the interchange of in- 
formation between your Board and the Office of Price Stabilization, 
so that the information any one of these agencies, like Labor Statistics, 
would furnish to you, would be available to them, and, likewise, what 
you would get from them would also be available ¢ 
” Mr. Wetss. That is correct; we have that arrangement. Primarily, 
we need different types of information, but we are interested in their 
data to some extent. 

Mr. Taser. Well, a lot of the information which would be very 
necessary, in a wage situation, they would have to have? 

Mr. Weiss. They are interested, I believe, primarily in price and 
cost information. Our information that we get is primarily what is 
being paid for the comparable occupations in the area, rate by rate, 
job by job. So, on the whole, it is not the same type. 

Mr. Taner. Well, on these job payments, do you try to get the weekly 
wage or do you try to get the rates ¢ 

Mr. Weiss. The rates are what we are primarily interested in. That 
is the thing—rates, and hourly earnings for pieceworkers. 

Mr. Taser. For instance, you might get into the picture a locality 
where there might be a defense-building job which will have priority, 
where they run a lot of overtime. Now, that kind of a set-up wouldn’t 
be hardly a fair case of what anybody could expect under normal 
operations. 

Mr. Wetss. We would get straight-time hourly rates, primarily. 
That is the basic information that we need. 


NUMBER OF EMPLOYEES 


Mr. Taper. You have about 100 on your rolls now ? 

Mr. Weiss. That is right; and we have about another 100 in process, 
they will be on in a matter of days. 

Mr. Tazer. In the course of a couple of weeks. 

Mr. Weiss. In the course of a couple of weeks. We should excee«| 
the 200 which we had estimated for March 31. 

Mr. Taser. Now, for the end of April, what would you anticipate ? 

Mr. Weiss. Well, it depends on a very important question of when 
we will have a Board back; and, frankly, I don’t know the answer to 
that. We had estimated, before the break in the Board, that we would 
have a total of about 1,120 by the end of April. Well, we obviously 
will not reach that figure. 

Mr. Taper. And, presently, you would figure that probably, if you 
got 500, that would be about as far as you could get, wouldn’t you? 

Mr. Wess. I think that is about right; about 300 in the National 
Office, and the nucleus in the field would be about five-six hundred. 

Mr. Taser. Six hundred? 

Mr. Weiss. Six hundred; yes. 

Mr. Taser. Now, at the end of May, what would be your idea— 
what was your original estimate ? 

Mr. Wess. Our original estimate was 1,580, and we are under pres- 
sure to move fast, because we are getting thousands of requests from 
employers, and the moment the regional boards are appointed, our 
plan is to move very fast and we are lining-up people, for example, and 
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getting applications. We will be able to move pretty fast. Now, 
whether we will reach that 1,580, I don’t know; but we are going to 
try to come as close to it as we can. 

Mr. Taser. Maybe, somewhere around 1,000 to 1,200? 

Mr. Weiss. I can say, at least 1,200. 

Mr. Taser. Do you think it will run to that? 

Mr. Wess. Yes. 

Mr. Taser. You will be going faster than you had originally 
planned. The increase was supposed to be about 460. If you got 100, 
that probably would be as many as you would get, wouldn’t it? You 
have a recruiting problem in getting the proper type or they wouldn’t 
be any good. 

Mr. Weiss. That is quite true. However, we are doing a great deal 
of spadework now, and the moment the regional chairmen are 
appointed, we open up. 

Mr. Taser. Would you say 1,200, or would you say 1,100? 

Mr. Wetss. I would say 1,200. 

Mr. Taner. Now, you had an estimate of how many for the 50th 
of June? 

Mr. Wetss. Two thousand; that is, total. 

Mr. Taner. That is your total. That was your total objective; is 
that right? 

Mr. Weiss. That is correct. 

Mr. Taner. Now, you hardly figure you would reach that ? 

Mr. Wetss. We are going to try. If they are needed, we are going 
to try to get there by June 30. 

Mr. Taper. If you get 1,500, you would be doing pretty well, 
wouldn’t you? 

Mr. Weiss. Well, we hope to do better, sir. 

Mr. Taser. Well, that probably would be as reasonable an estimate 
as anybody can make, would it not ? 

Mr. Wess. If we make 1.200 by May, I think we will do better 
than the 1,500 by June, because we will have the nucleus of all of the 
organization staff, each one of those units. 

Mr. Taper. Suppose we make that 1,600; that would be about right, 
wouldn’t it? 

Mr. Weiss. I want to make one cautionary statement about that, 
if I may, because I want to have the record perfectly clear. In 
making this estimate, we did not take into account the possibility 
that the Board would handle dispute functions. Up until the present 
moment, in all our plans, we are concerned solely with wage stabiliza- 
tion functions. Now, there is discussion that the Board might have 
to take on disputes-settling functions as well. We would have to 
revise our estimates in the light of that. 

Mr. Taser. Do you want to wait until you have a Board and for- 
mulate further policy ? 

Mr. Weiss. That is correct. There are two other problems I would 
like to mention for the record, that have not been taken into account 
in these estimates. The last time, the decisions on executive-type 
salaries were handled by the Bureau of Internal Revenue. Agri- 
cultural wages were handled by the Department of Agriculture— 
all under an entirely different budget than ours. The question of 
how those things will be handled this time have not yet been deter- 
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mined. In our estimating, we have not included funds for that type 
of activity, and depending on how that is ultimately determined, 
there might have to be some adjustments. 


WAGE CONTROLS 


Mr. Taper. You mean, when an organization wanted to increase 
salaries, they would have to go to some set-up for approval ? 

Mr. Weiss. The last time, they went to the Internal Revenue Bu- 
reau for this executive type of salaries. That question was under 
discussion by the Board, and wasn’t settled at the time the Board 
split up. The question of agricultural wages is being studied by a 
panel of experts now, and we have not yet got their recommendations 
on how that matter should be settled. In all of our estimates, we have 
excluded from consideration disputes, executive salaries, and agricul- 
tural wages, because we have gone on the precedent that those matters 
were handled differently the last time. 

Mr. Taper. You can’t very well cover agricultural wages, can you? 

Mr. Weiss. The wage freeze order does cover agricultural wages 
at the present time, and executive salaries. , 

Mr. Taser. They vary very considerably, because of the wage factor 
there. 

Mr. Weiss. There are seasonal problems, and all that sort of thing. 
We have a panel of experts in this week, who have been studying 
it for the last three or four weeks, and they will come up with some 
recommendations to the Board soon. 

Mr. Taper. Well, now, I don’t know whether you have any such 
chart as the table that was submitted to Mr. Wigglesworth by the 
Price Stabilization set-up as to your prospective employment and how 
it will break down. 

Mr. Weiss. I am afraid we are not as far along as they are. We 
have some preliminary figures that I would rather not give, be- 
cause they have not been thoroughly studied. We are in the process 
of studying them. 


LAWYERS 


Mr. Taner. How many lawyers do you have? 

Mr. Wetss. We have about 14 at the present time on the legal staff. 

Mr. Taser. And how many do you expect to have ¢ 

Mr. Weiss. We are presently thinking in terms of about 30 for 
the national office, plus certain amounts in each regional office which 
we are working on now. 

Mr. Taser. I suppose your regulations as to salaries are about the 
same as the ones in the Price Stabilization ? 

Mr. Wetss. Yes; we are all subject to the Classification Act. 


PUBLIC RELATIONS PERSONNEL 


Mr. Taper. Now, take these publicity artists. How many of them 
have you got? 

Mr. Weiss. We have got two at the present time. We hope to have 
a few more, and one man for each regional office. 

Mr. Taser. You are figuring on 19 or 20% 
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Mr. Weiss. One in each regional office. 

Mr. Dasutewicz. Counting our clerical people, stenographers, we 
provide for 10 in the national office. 

Mr. Wetss. That would be about five or six of professional people. 

Mr. Wiccieswortu. We had an old-time agency up here, yester- 
day, or the day before, who said they never had a publicity agent, 
and they are very proud to boast of the fact. 

Mr. Wertss. I think the success of a program like this, an emergency 
program affecting perhaps 50,000,000 workers and millions of em- 
ployers, rests on an understanding of the program. Now, how you 
‘an get that understanding without some assistance from an informa- 
tional staff, is a very difficult problem. 

Mr. Wiecieswortu. Well, you have got the press. 

Mr. Weiss. Well, you have got to have somebody feed things to 
the press and write it up the way the press needs it. We have had 
dozens of requests from trade magazines for explanation, articles ex- 
plaining the program. We haven’t been able to give it to them. 
They don’t like to send somebody in to do the job. They like to 
have somebody do it for them. 

Mr. Wiceieswortn. The typewriter still functions, doesn’t it ? 

Mr. Weiss. If it has somebody behind it. I think that our esti- 
mates for information are really quite modest, in terms of the tre- 
mendous job of letting all the worker's in the country and their 
employers know what can be done or what can’t be done in this 
stabilization program. 

Mr. Taper. I wonder if we could go down the line a little bit. Is 
there any breakdown here of the thing, like travel and communica- 
tions? 

Mr. Weiss. There are estimates in there. 


Mr. Dasutewicz. On page 27, sir. For this fourth-quarter pres- 
entation, we have it broken down in the justifications. 


TRAVEL 


Mr. Wertss. Page 29, I believe, is the travel item, and I will be 
glad to say that that is not based on adequate experience. We haven’t 
got the experience. We have tried to do some rough estimates. We 
don’t know whether they are sound or not. 

Mr. Taper. Well, you don’t know whether they are good or bad. 

Mr. Weiss. We really don’t know. We have done the best we could 
in estimating. 

Mr. DasuLewicz. We have a basis that we have used for comput- 
ing our costs, which parallels, to a large extent,what was done by 
Price Stabilization, since we worked on these things jointly. 

Mr. Taper. Well, they have got an executive set-up. I don’t 
know—the only thing we can do is sort of look it over, and if it 
looks too big, sort of go into it a little. 

Mr. Wetss. By the time we get up here again, sir, we will have 
actual experience, which is the enly basis upon which to make sound 
estimates. We haven’t had that actual experience. 
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OTHER CONTRACTUAL SERVICES 


Mr. Taper. Now, you told us awhile back that you probably would 
have 500,000—I thought you said—on other contractual services. Is 
that about what you onan’ 

Mr. Weiss. We are figuring six-hundred-some-thousand for other 
contractual services, and I said that we have had a preliminary esti- 
mate from the Wage and Hour Division that the $400,000 estimated 
for them would be somewhat low. It may be significantly low. 

Mr. Dasutewicz. The figures that we presented include $400,000 
for the Wage and Hour Division, and $130,000 for the Bureau of 
Labor Statistics, with the remainder for contractual services for 
the Public Health Services. 


PUBLIC HEALTH SERVICES 


Mr. Taser. What is the Public Health Service going to do for you? 

Mr. Dasutewicz. They will furnish us with our first-aid facilities. 
They would be nursing services; that is, the first-aid facilities that 
are furnished through the Public Health Service. 

Mr. Taper. How can they furnish anything outside your Wash- 
ington office, and what would that really be worth? You would have 
to hire what help you would have to have for that sort of thing, 
anyway. 

Mr. Coox. Under the arrangements in the national office, they pro- 
vide a health unit to take care of the minor ailments of the employees. 

Mr. Taser. The whole thing would run as much as $100,000? 

Mr. Danutewicz. Oh, no. 

Mr. Taser. I thought that that would be a little bit elaborate. Well, 
all right; that is all I have got. 


AVAILABLE FUNDS 


Mr. Wiacteswortn. How much money have you already had? 

Mr. Weiss. We have had $660,000 for this quarter, and obligated 
over $560,000 of that. 

Mr. Wiceteswortu. To what date? 

Mr. Weiss. As of today. 

Mr. Wicciesworrn. As of March 14, $560,000. That represents 
two months and a half. 

Mr. Weiss. Approximately; yes, sir. 

Mr. Dasvtewicz. $560,000, and $100,000 has been obligated on be- 
half of the Wage and Hour Division, which has been performing the 
services for us and $129,000 represents the cost of our contractual 
services with the Bureau of Labor Statistics. 

Mr. Taser. How much did you say you have for the third quarter ? 

Mr. Dasutewicz. $660,000 allocation. 

Mr. Wicetrswortn. That is just about going to get you through the 
quarter. 

Mr. Weiss. Just about. 

Mr. Wiceieswortn. So you have obligated about $660,000 in 3 
months, January, February, and March; and you are asking for 
$3,200,000 for the 3-month period. 

Mr. Danvutewicz. Based on a very small staff. 
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Mr. Weiss. Most of the staff has just been put on in the last week 
or two, the last 2 or 3 weeks, so it is coming at the tail end of the 
quarter. 

Mr. Dasvutewicz. The bulk of the staff is actually on a reimbursable 
basis from other Government agencies, or on nonreimbursable details. 


EMPLOYMENT 


Mr. Wiceiesworru. Therefore, when you get the 2,000 people, how 
many of them are going to be in the central office here ¢ 

Mr. Weiss. We are estimating having 500 in the central office, and 
1,500 in the regions. 

Mr. Wieetesworrn. Five hundred here, and 1,500 in 13 regional 
oflices ? 

Mr. Weiss. Yes. 

Mr. WiceteswortrH. Or something over what is 120—something like 
that ? 

Mr. Danutewicz. There will be a slight variation. New York, 
Chicago, Philadelphia, and Boston, probably will have a larger or- 
ganization, but we are planning on the basis of a typical regional 
office set-up at the present time. Our experience indicates movements 
upwards and downwards. 

Mr. Wiccteswortu. What is that regional office going to do? 

Mr. Weiss. Perhaps 90. percent of the individual applications of 
employers for the approval of wage adjustments that are authorized 
under regulations will be approved by the regional boards and their 
staffs, subject to appeal in certain eases to the National Board. 

Mr. WicGieswortH. How about appeals for relief from the general 
freeze order ? 

Mr. Weiss. Well, that is the coming thing. 

Mr. Wicetesworru. Will that be taken care of by the regional of- 
fice, also? 

Mr. Weiss. The vast majority of them will be taken care of in the 
regional offices. Down in the grassroots, they know the problems, 
know the rates in their areas, and can do a more intelligent job, pos- 
sibly. 

Mr. Wicetesworrn. Is all your personnel subject to the Classifi- 
cation Act? 

Mr. Weiss. Yes. 

Mr. Wiceiesworrn. Civil service ? 

Mr. Weiss. That is correct; but the Board members are Presiden- 
tial appointees. 

PRICE FREEZE 


Mr. Wice.eswortn. The freeze date, as far as work is con- 
cerned—— 

Mr. Weiss. Was issued January 26, effective February 25, the same 
date as the price freeze. 

Mr. WicGLeswortu. January 25, 1951? 

Mr. Weiss. Yes. 

Mr. Wiceteswortu. And the modifications of that general over-all 
freeze, so far as they have been made to date, are set forth in full in 
exhibit A? 
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Mr. Weiss. No; I believe that is just the gist of the first seven or 
eight regulations. There were three issued subsequent to the prepa- 
ration of this exhibit. We can furnish, if you would like, a copy of 
all 10 regulations. 

Mr. Wicereswortu. When you revise your remarks, I wish you 
would insert a little table covering the 10. 

Mr. Wertss. Just giving the substance of them, not giving the full 
We will be glad to do that. 
(The information is as follows:) 


text of each ¢ 


General regulations of the WSB 





Order No. 


GWR-8, amended 
GWR-9 


GWR-10........- 


! Dissenting opinion. 


Issued effec- 
tive— 


Jan, 30,1951 


Jan. 31,1951 


do 


5, 1951 


15, 1951 


Feb. 28, 1951 


Mar. 1, 1951 
Mar. 8, 1951 








Adjustment for in- 
dividual employ- 
ees. 

Adjustments for 
employees of re- 
ligious, _charit- 
able, and educa- 
tional organiza- 
tions. 

10 percent limita- 
tion on wage 
levels. 

Cost of living esea- 
lator clauses. 

Cae ieee 


Wage schedules for 
new plants. 


Tandem wage in- 
creases, 





Addi- 
tions 
modifi- 
cations 


| 


F 





Abstract 


Increases in wages, salaries, or other 
compensation which require prior 
approval of WSB, include increases 
in all forms of remuneration. 

Gives effect to such agreements, de- 
terminations, and awards appli- 
cable to work performed within a 
relatively short period of time after 
Jan. 25, 1951, without prior ap- 
proval of WSB. 

Industry members of WSB list 7 
reasons for not adopting regulation. 

Authorizes increases in wages, sal- 
aries, and other compensation to 
bring such into compliance with 
the Fair Labor Standards Act of 
1938. 

Authorizes increases in wages and 
salaries of non-Federal govern- 
mental employees without prior 
approval of WSB, subject to pro- 
visions of Publie Law 774. 

Individual wage or salary adjust- 
ments are authorized for employees 
without prior approval of WSB. 

Provides for adjustment of wages or 
sala ies of employees of religious, 
charitable, and educational organi 
zations, exempt from Federal in- 
come taxes, without prior approval 
of WSB. 

Increases levels where not in excess 
of 10 percent above base pay 
period. 

Permits carrying out escalator clauses 
in force on Jan. 25, 1951. 

Includes white-collar workers in 
provision of GR-8. 

Sets up criteria and procedures for 
establishing rates of wages in new 
plants. ‘ 

Permits completion of tandem wage 
adjustments. 


Mr. Wicetesworrn. I don’t believe I have anything more, Mr. 


Chairman. 


EMPLOYEES AND OBLIGATIONS 


Mr. Davis. Am I correct in my understanding that you do not have 


any employees or do not plan to have any employees at what is the 
district office level in the OPS set-up ? 

Mr. Wiss. We do not. We will have a staff of the Wage and Hour 
Division Office doing work for us on a contractual basis, but as far as 
our own staff, we do not plan that. 
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Mr. Davis. In view of the fact that you stated you weren’t able to 
get people as fast as you had originally anticipated, are we to assume 
that you have paid out or expect to pay ont to the Wage and Hour 
Division and the Public Contracts Division about the same amount of 
money that you would have expected to pay to your own employees, 
had you been able to get them ? 

Mr. Weiss. I don’t think that is quite what I meant. We could not 
recruit in the field, because, under the Board plans, the members of the 
Board were to be appointed first. It wasn’t our inability to hire, but, 
rather, we had no authority to go ahead with the appointments in the 
regional office. The key appointments will have to be made by the 
Board, itself. So that 1s what has been delaying us. The work that 
the Wage and Hour Division has been doing for us, and would be 
doing, would be entirely different than that what our staffs in the 
regional boards would be doing. So there is no overlapping there. 
The functions they are performing are functions they will continue 
to perform. 

Mr. Davis. This feature isn’t quite clear to me. You started out 
with $660,000 to carry you through to April 1. 

Mr. Werss. Yes, sir. 

Mr. Davis. You weren’t able to get some of the people that you 
expected to be having to pay during that period. 

{r. Weiss. In the regions; that is true. 

Mr. Davis. And, yet, I understood you to respond to Mr. Wiggles- 
worth that you were going to have just about enough money to carry 
you through to the 1st of April. 

Mr. Weiss. I said that, because I have been assuming that. If we 
would go ahead with the plans contemplated in here, $660,000 would be 
totally inadequate. If we had recruited the nucleus of a field staff, 
$660,000 would have been adequate, but because we were unable to go 
ahead with our field organization, and were limited to our program, 
we got by with the $660,000. 

Mr. Davis. When was that $660,000 allocated to you? 

Mr. Wertss. Oh, it was allocated just fairly recently, when the funds 
for the over-all economic stabilization agency were divided between 
the Office of Price Stabilization, ourselves, and the Administrator’s 
office. Separate budgets were set up for the three units. 

Mr. Davis. At that time, were you aware that you weren’t going to 
be able to fill these regional office posts at least as you had originally 
anticipated ¢ 

Mr. Weiss. That is right. 

Mr. Davis. And it was with that in mind, that this allocation of 
$660,000 was made to you? 

Mr. Weiss. Partly that, and partly, there weren’t enough funds for 
the over-all needs, and we accepted that type of reduction, because we 
knew that we could get by on it. 

Mr. Dasutewicz. Actually, $860,000 was originally requested for 
the third quarter, but in view of the delays that were entailed because 
of the al-eak of the labor members, we finally adjusted our figures 
to $660,000 for the third quarter. 

Mr. Davis. The walk-out of the labor members had not taken place 
on the 18th of February. 

Mr. Wess. Yes; just about that time. 
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Mr. Dasutewicz. The 15th, in fact, is when they walked out, or the 
16th. 

Mr. Weiss. Thursday night. 4 

Mr. Davis. In the course of those-3 days or so, then, you adjusted 
your figures to the amount of $660,000 that you did get. 

Mr. Weiss. Some of that was later than that. 

Mr. Daxsutewicz. We actually made the adjustment by figures, and 
finally got approval by Mr. Johnston. What date was that? 

Mr. Coot. I don’t remember the exact date. 

Mr. Weiss. It was somewhat later than that. 

Mr. Dasutewicz. It was later than the 18th. 

Mr. Davis. I am still not able to quite follow you on this figure of 
$660,000. 

Mr. Weiss. It was a realistic estimate of what we really could re- 
cruit, for, under the circumstances we were planning, at the time the 
division of the over-all funds was made, and at that time it was known 
the regional boards would be delayed somewhat; and so we figured 
that we could get by with that $660,000. By that time, we felt that 
we couldn’t have 500 people in the regions. 

Mr. DaBuLewicz. ote regional plans provided for the offices ac- 
tually to be opened around March 1, and, of course, everybody was 
delayed with the prolonged exit of the labor members of the Board. 

Mr. Davis. Just to clear up the matter of date now, when did you 
make the original request for $860,000 ? 

Mr. Netson. Do you mind if I speak to that point: During the first 
few months of ESA, we operated as one agency and, therefore, at that 
particular point we didn’t have the necessity for having the Admin- 
istrator say, exactly, the number of dollars allocated to these two func- 
tions, as was necessary effective the 18th of Feoruary; that the actual 
split between the two was taking _— as obligations were being split 
between the two organizations effective on that date. And, shortly 
before that—I can’t recall the exact date now—the rquest was made 
to the Administrator for division of the total money allocated to ESA 
by the Bureau of the Budget; and by that date, we were aware of 
the delay in the wage stabilization program, and at that point the 
wage people needed $860,000. It was then determined to hold back 
$200,000, in view of the delay on the wage side; whereupon the Admin- 
istrator issued an allocation of $660,000 to the wage people. I believe 
that clears the point. 

Mr. Davis. That helps considerably. Now, just one more general 
question: Briefly, Mr. Weiss, can you tell me a little bit about the 
numbers of the Board who are now functioning? I believe there 
are six now functioning. 

Mr. Weiss. Well, the Board as such, as a Board, is not functioning, 
because the Board, as constituted, is a tripartite Board. The staff 
is functioning, I might say, under delegations that had been given 
by the Board before the labor members walked out; but there are no 
Board meetings. The Board, as a Board, is not functioning at the 
present time, but the staff is functioning. 

Mr. Davis. What were the original regulations on that? Where 
was a quorum of the Board authorized to do business? 

Mr. Weiss. A quorum of the Board had to be, however, a majority 
of each group; two, two, and two, is what is necessary for a quorum. 
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So that when all three labor members walked out, there couldn’t be 
any Board sessions. There has been no Board action since that time, 
as a Board. 

Mr. Davis. I believe that is all, thank you. 


- 


Trorspay, Marcu 15, 1951. 
GENERAL SERVICES ADMINISTRATION 
WITNESSES 


JESS LARSON, ADMINISTRATOR OF GENERAL SERVICES 
RUSSELL FORBES, DEPUTY ADMINISTRATOR 

MAX MEDLEY, COMPTROLLER 

J. H. MACOMBER, JR., ASSOCIATE GENERAL COUNSEL 
W. P. TURPIN, DEPUTY DIRECTOR, BUDGET DIVISION 


Mr. Cannon. Mr. Jess Larson, Administrator of General Services 
Administration, is the next witness. 

Mr. Larson, will you explain the supplemental estimates for the Gen- 
eral Services Administration, covering expenses for 151, aggregating 
$5,100,000% You have a very concise and-comprehensive statement, 
Mr. Administrator, on page 6 here of your justifications, and we will 
include that statement in the record at this point. 

(The general statement above referred to is as follows :) 


GENERAL STATEMENT 


In accordance with delegated authorities under the Defense Production Act 
of 1950 (Public Law 774, SIst Cong.) and Executive Order 10161, dated September 
9, 1950, the Administrator of General Services is responsible for the following 
functions relating to defense production : 

1, Act as a guaranteeing agency for loans, made by public or private financing 
institutions, which are deemed to be necessary to expedite production and de- 
livery, or services, under Government contracts for the procurement of materials 
or the performance of services for the national defense. 

2. Purchase, or make commitments to purchase metals, minerals and other 
raw materials including liquid fuels, for Government use or resale. 

3. Install additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 

4. Act as claimant agency for the Government as a whole for common use 
items. 

5. Dispose of real and personal property acquired under title II of the Defense 
Production Act of 1950, after determination by the President that such property 
is no longer needed for the national defense. 

In addition to these specific missions, the General Services Administration, as 
an expansion of its regular functions, is providing for additional space which is 
required for the establishment of new Government agencies and the expansion of 
others. Defense production activities will also generate additional workload with 
respect to the Federal Register. 

This estimate provides for requirements relating to (@) additional space for 
other Government agencies, () preliminary Claimant Agency functions, (c) 
increased responsibilities with respect to the Federal Register and (d@) for neces- 
sary planning and administrative personnel. 

No provision has been made in this estimate for costs arising from the dis- 
posal of real and personal property acquired under title II of the Defense Pro- 
duction Act of 1950, since the effects of this activity will not be reflected in our 
operations for some time. 
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The detailed estimates comprising this portion of the estimate have been pre- 
pared in general conformance to the activity structure followed in the fiscal year 
1952 budget presentation for appropriation, “Operating expenses,’ General Serv- 
ices Administration. 

Immediately following this statement is an organization chart for the Gen- 
eral Services Administration. Functions relating to defense production, for 
which funds are included in this estimate, are being performed within the 
framework of the regular organization. The specific units of the organization 
engaged in these functions are identified on the chart. 

A summary by activity of the estimated requirements for fiscal year 1951 to be 
financed from funds appropriated to the President for “Expenses of defense 
production” appears on page 9 of the justification. 


Mr. Cannon. Would you care at this time to add anything to that 
statement ? 

Mr. Larson. No, Mr. Chairman; I think not. If the committee is 
satisfied with the general statement in the justification, we will be 
happy to get along to the first item. 


GUARANTEEING AGENCY FoR LOANS 


Mr. Cannon. Then will you take up each of these five responsibili- 
ties which you outline here in the general statement, and give us a 
statement on each one, as to what you have accomplished to date and 
what your plans are for the remainder of the fiscal year for which 
this money is requested, taking up the first function as to guaranteeing 
agencies for loans; what has been done on that, up to this time, and 
what are your plans for the remainder of the year. 

Mr. Larson. Under that program we have approved the guaranty 
of 70 percent of one loan for $300,000. That was for the reactivation 
of a magnesium plant and was to the Nelco Metals, Inc. 

Mr. Cannon. Did you approve that application; did you approve 
the loan? In the first place, how many applications have you had to 
date ? 

Mr. Larson. Three applications for guaranteed loans. 

Mr. Cannon. And you have only processed one of them. Did you 
act favorably on that one? 

Mr. Larson. Yes. That was the Neleo Metals, Inc., of Adams, 
Mass., $300,000, by the Agricultural National Bank, of Pittsfield, 
Mass. ' 

Mr. Cannon. What advantages acerued to the Government from 
the guaranteeing of that loan ¢ 

Mr. Larson. That was for the reactivation of a Government-owned 
magnesium plant, which this company is under contract to reactivate 
and operate for the production of magnesium. 

Mr. Cannon. Do you anticipate more applications and the granting 
of more loans bet ween now and June 304 

Mr. Larson. Yes; we do, Mr. Chairman; particularly in this field 
of the expansion of metals, minerals, and strategic materials when it 
is in connection with a procurement contract. 

Mr. Cannon. Is there need for capital for that purpose, which the 
contracting companies cannot secure from private services 

Mr. Larson. My personal opinion is that a large portion of the 
working capital can be secured from private sources in many instances ; 
however, the Government would have to guarantee the loans. 

Mr. Cannon. Only in exceptional instances would you guarantee 
the loan, where they could not secure it elsewhere? 

Mr. Larson. That is correct, provided the terms were reasonable. 
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Purcuase, CommirMEnts To Purcuase Metats, MINERALS, AND OTHER 
Raw Marertats 


Mr. Cannon. As to your second responsibility here, the purchase 
or commitment to purchase raw materials, including liquid fuels, what 
has been done along that line up to this time? 

Mr. Larson. Well, we have been pretty active in that field, Mr. 
Chairman. 

Mr. Cannon. Are they purchased for immediate use or are they 
purchased for stockpiling purposes ? 

Mr. Larson. Acquisition for stockpiling is carried under a separate 
operation. ‘These acquisitions that I speak of are agreements to pur- 
chase for resale under the provisions of Public Law 774, or they are 
one of the devices whereby the expansion is underwritten, A typical 
example of that is in the case of aluminum expansion. We have 
agreed to purchase the production of expanded*aluminum capacity to 
the extent of 500 5000 tons per year. We have three firm contracts, 
one with the Aluminum Co. of Ameri ica, for 125,000 tons a years for 
a 5-year period; one with Reynolds Metals, for 100,000 tons a year, 
for 5 years; and one with Kaiser Aluminum, for 100,000 tons, for 
5 years. 

‘Mr. Cannon. What other minerals or * materials have you made 
commitments on ? 

Mr. Larson. Well, the next biggest item which was certified to us 
to carry on, is the rubber procurement program; and as you probably 
know, we are the exclusive purchasers of rubber for resale under the 
act. We are the only buyers of rubber that can import it into the 
United States, and we procure all of the rubber that is used for de- 
fense, for domestic consumption, and for stockpiling. For that pur- 
pose, we have set up a $150 million revolving fund. To date, there 
are commitments of about $113 million against that $150 million. 
As we resell, the cost of the rubber will be repaid to the Government. 

Mr. Cannon. Has this arrangement enabled you to secure any bet- 
ter es ices for the Government than otherwise would have been ob- 

tainable ? 

Mr. Larson. Yes, it has, Mr. Chairman; not because of the activities 
of the market, entirely, however, but, being the exclusive buyer, we 
have taken our own citizens out of "competition with one another 
and with the Government, and we have placed up to date a ceiling 
on the price we will pay for rubber. 

Mr. Cannon. Then your operations exercise a stabilizing influence 
on prices? 

Mr. Larson. It tends to do that, and was designed partially for 
doing that, and also designed to assure an adequate supply of rubber. 
It hasn’t had the effect that we would like for it to have had but my 
personal opinion is that the market will become stabilized when other 
influences are taken out of the market. 

Mr. Cannon. Will this $150,000,000, that you mentioned as a re- 
volving fund, be the limit of your commitments to the end of the year? 

Mr. Larson. As far as we can see now, that appears to be adequate 
capital for carrying on the rubber program. 

Mr. Cannon. You are not applying for more than $150,000,000 for 
that purpose / 

Mr. Larson. No. That rubber is just one example. 
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We have several more programs. ne, 

Mr. Cannon. Suppose you indicate briefly your remaining pro- 
grams ? ; 

Mr. Larson. Tungsten, where we are the exclusive buyers; copper, 
where we are not the exclusive buyers, but we are not the exclusive 
buyers, but where we are buying under a certificate; aluminum sheet, 
certified to us by the armed services and the Defense Production Ad- 
ministration for purchase because of the immediate need of the Air 
Forces for aluminum sheet, certain aluminum sheet in certain shapes; 
and then the next largest program is the tin program, which we have in 
turn assigned to the Reconstruction Finance Corporation, because it 
has a staff already engaged in tin operations. The money, only, is our 
responsibility, and there, again, is a revolving fund that operates in 
the same manner as rubber, of $60,000,000. Now, our stepping into 
the tin market has had a very decided downward effect upon the mar- 
ket, much more so than it did rubber, because they are different com- 
modities. 

Mr. Cannon. How many of these revolving funds have you estab- 
lished ¢ 

Mr. Larson. Well, for our accounting purposes, they are all in one 
fund. 

Mr. Cannon. You mentioned one, $150,000,000 ; then you mentioned 
this. 

Mr. Larson. That is true. There are five items which we handle 
in this manner, and they total approximately $231,000,000. 

Mr. Cannon. You consider it as one fund ? 

Mr. Larson. Yes. 

Mr. Cannon. But you allocate a certain amount, for instance, 
$150,000,000, to rubber, and how many to tin? 

Mr. Larson. $60 million to tin. 

Mr. Cannon. And so on. 

Mr. Larson. That is correct, sir. 

Mr, Cannon. But you do not expect to require more than this total 
amount for the remainder of the year? 

Mr. Larson. Well, I can’t answer that, Mr. Chairman, because I 
don’t know all the programs that the Defense Production Adminis- 
tration will certify to us for purchase. There is strong likelihood 
that additional programs will be certified to GSA for purchase. 

Mr. Cannon. If so, you will have to have additional funds? 

Mr. Larson. If so, we will call upon the Bureau of the Budget to 
make available to us, through the Treasury, additional revolving 
funds. 

Mr. Cannon. But for your program up to this time you have ample 
money ¢ 

Mr. Larson. Well, our programs up to now are being financed, yes, 
sir; under existing borrowing authority. We have some programs 
pending over here, which would put us beyond available funds. 

Mr. Cannon. What is the nature of those programs? 

Mr. Larson. When I say “over there,” I mean either in defense 
production or defense minerals, General Harrison’s shop or Mr. Boyd’s 
shop. Manganese is an example of approximately $52 million. We 
have an additional copper certification pending, which we don’t know 
whether it will be approved by Mr. Harrison or not, which would 
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increase our copper by about $30 million. Our copper requirements 
now are only $1,300,000. Those are the two largest items, Mr. 
Chairman. 

Mr. Cannon. We have gone along piecemeal here. I wish you would 
tabulate this one table, the amount that you will require for these 
various revolving funds or for this one revolving fund, and its alloca- 
tions, with respect to the different commodities, the total amount that 
you will need at the outside up until June 30. 

Mr. Larson. We will be glad to do that; as a matter of fact, I think 
I have before me approximately what you want, Mr. Chairman, and 
we will make it available. 

(Copies of table given the committee. ) 

Mr. Cannon. This represents a very large sum. The probability is 
that you will not get the entire amount. 

Mr. Larson. No. 

Mr. Cannon. You will break down that amount, will you, as to 
commodities ¢ 

Mr. Larson. Yes, sir; it will be broken down by commodities, alu- 
minum, machine tools, tungsten, molybdenum, manganese, copper, tin, 
rubber, aluminum sheet, and so forth. 

Mr. Cannon. You may not need all of that, then ? 

Mr. Larson. No. 

Mr. Cannon. But, outside of that, you will not need more than 
that ¢ 

Mr. Larson. Based on information presently available, we will not 
need more than that. This will be our maximum obligation or gross 
liabilities, 

Mr. Cannon. Is there anything in this connection that is of a 
confidential nature, that should not be published ¢ 

Mr. Larson. Well, this chart here is marked “Confidential,” and 
it does involve acquisition of critical and strategic materials. 

Mr. Cannon. Well, when your remarks come to us, when the 
transcript comes back to you, if there is anything in there that you 
think should be left off the record, why, you pencil it. 

Mr. Larson. Yes, Mr. Chairman. 

Mr. Cannon. The chart will be submitted for the committee. 

Mr. Larson. Yes. 

Mr. Cannon. The chart will be submitted for the consideration of 
the committee. 

Mr. Larson. We will have it reproduced, so that each member will 
have a copy. 

Mr. Cannon. If you will, so each member will have a copy, and it 
is confidential, I believe you said. 

Mr. Larson. Yes. 

Mr. Cannon. It will be used by the members of the committee for 
their use, alone. 

Mr. Larson. That is correct. 


INSTALLATION OF ADDITIONAL EQUIPMENT 


Mr. Cannon. As to your third responsibility, installation of addi- 
tional equipment, what progress have you made in that direction 4 

Mr. Larson. I included in that chart, Mr. Chairman, one example 
of a program under item No. 3. That is this machine-tool program. 
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I might explain that. The Defense Production Administration orig- 
inated the plan and certified to us a machine-tool program for a pool 
order of machine tools. Now, as those tools are acquired by us in the 
performance of our procurement functions, then they will, in turn, be 
allocated to contractors for the expansion of the facilities of those 
contractors. 

Mr. Cannon. Are those in Government-owned plants or privately 
owned plants, or in both? 

Mr. Larson. In both. 

Mr. Cannon. How far have you gone on that program? 

Mr. Larson. Well, we have reached a point of closing up the 
machine-tool deal as soon as the Bureau of the Budget makes the 
money available to us. 

Mr. Cannon. You can tell us at this time, then, the exact amount 
that it will cover? 

Mr. Larson. The gross program is $440,000,000, as reflected on this 
chart which Mr. Wigglesworth and Mr. Taber have; $100,000,000 is 
being made available for the current program. 

Mr. Cannon. You think that will carry you through the remainder 
of the year? 

Mr. Larson. Well, I wish I could answer that, Mr. Chairman, but, 
honestly, I can’t. ; 

Mr. Cannon. Are there some unforeseen contingencies that might 
intervene, or some additions or modifications that might enlarge the 
program ¢ 

Mr. Larson. My personal opinion is that we will need more money 
than this. This $100,000,000 is all that is being made available to us 
presently. 

Mr. Cannon. This $100,000,000 is all you will require for the tools 
you have contracted for up to this time? 

Mr. Larson. That is the limit beyond which we cannot go, because 
we have not had money allocated. Now, where the Defense Produc- 
tion Administration will cut the program back, or not, I can’t say. 
I am inclined to think so, that we will reach a point where the machine- 
tool program will tend to be the bottleneck where we are going to 
have to have more machine tools than $100,000,000 will finance. 

Mr. Cannon. Have you made any such recommendation / 

Mr. Larson. Well, we are strictly ministerial, Mr. Chairman, and 
that is the reason I can’t answer your question as intelligently as you 
are entitled to have it answered. These programs come to us certi- 
fied from General Harrison’s office, and we have the people in the 
organization with the know-how to go out and put them in contract 
form, provide for transportation, distribution, and collection, under 
such directions as are given to us in the certificate. 

Mr. Cannon. Unless you receive additional certifications, why, the 
program will stand. 

Mr. Larson. That is correct. 


CLAIMANT AGENCY OF THE GOVERNMENT ON Common-Use Items 


Mr. Cannon. As to your fourth responsibility, and in which you 


act as claimant agency for the Government, what have you done along 
that line? 
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Mr. Larson. We are on the point of assembling requirements data 
for certain critical materials hick we have gathered from the Fed- 
eral agencies at the request of the Administrator, NPA. This infor- 
mation is for use by the NPA in establishing the controlled materials 
program. A second request for reporting requirements on additional 
materials has been sent to the Federal agencies. 

Mr. Cannon. Your agency there is securing raw materials? 

Mr. Larson. No; we don’t secure the raw materials under this pro- 
gram. We assemble all of the requirements of the Government for 
end products, and we tabulate that into a consolidated report. We 
evaluate it and then we go before the National Production Authority 
and justify the requirements. 

Mr. Cannon. And your agency is the only one that serves the Gov- 
ernment in this respect ? 

Mr. Larson. So far as claimant agency for certain material, prin- 
cipally common-use items, that is correct. 

Mr. Cannon. What funds are required for your activities ? 

Mr. Larson. We have submitted in this estimate—— 

Mr. Cannon. Well, what funds have already been allotted for that 
purpose ? 

r. Larson. You mean for claimant agency functions, I presume? 

Mr. Cannon. Yes. 

Mr. Larson. $7,000 has already been allocated for expenses through 
March 31, and we are asking for $29,400 for the period April 1 to 
June 30. 

Mr. Cannon. That carries you to June 30? 

Mr. Larson. That is correct. 

Mr. Cannon. Your last activity, disposition of real and personal 
property acquired under title No. II. As you say here, nothing has 
been done along that line for the reason that no such property has yet 
been thrown on your hands? 

Mr. Larson. That is correct. 

Mr. Cannon. Do you dispose of the property for the remainder 
of the year? 

Mr. Larson. I do not anticipate any that we cannot handle in our 
regular operations, Mr. Chairman. 

Mr. Cannon. Under what sort of agreement, Mr. Larson, are you 
working with Mr. Harrison’s office? What is the arrangment of liai- 
son between your offices ? 

Mr. Larson. The liaison between my office and the Defense Produc- 
tion Administration is carried on directly. I have provided in this 
estimate for the 19 people who are required for liaison and for actual 
operations in all of these programs insofar as our activities with Mr. 
Harrison’s office are concerned. 

Mr. Cannon. Just what is the relations between your office and his 
office ? 

Mr. Larson. Under the President’s Executive order the General 
Services Administration is the procurement agency for raw materials. 

However, we cannot operate except under a certification from Mr. 
Harrison’s office. 

I might best explain it by carrying through an example. The De- 
fense Minerals Administration in the Department of Interior is 
responsible for expanding facilities for the greater production of 
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minerals, They will work out a program and say that X mine needs 
to have its production underwritten or the Government agree to pur- 
chase the output of that mine in order to facilitate the expansion. 

They will make a recommendation to General Harrison. Then, 
General Harrison, if he agrees, will certify to my agency that we 
should, within the limit set up in his certification, dollarwise and 
otherwise, go out and reduce that to a contract. 

We have a conference about three times a week. We have a regular 
Monday meeting with Mr. Harrison which lasts about half and hour. 

Mr. Cannon. You are in continuous touch with him ? 

Mr. Larson. Yes. There are five or six people in my immediate 
office that are continually working with Mr. Harrison’s staff. 


PROCUREMENT AND MANAGEMENT OF SPACE 


Mr. Cannon. The largest amount requested is the $4,988,000 in 
connection with procurement and management of space, within and 
without the District of Columbia. Every agency that has appeared 
before us in this hearing has emphasized the lack of space and the 
need for additional space. 

What have you been able to do along that line? 

Mr. Larson. For the entire year the figure will be $9,296,200. My 
associate, Mr. Reynolds, is here and I am sure you know him. I think 
he can give you the information better than I can in regard to the 
space requirements, Mr. Chairman, so I defer to him. 

Mr. Cannon. We will be glad to hear from you, Mr. Reynolds, on 
progress you have made in providing space and the problems ahead 
of you. 

Mr. Reynoups. Mr. Chairman, the situation in Washington is ex- 
tremely critical. We have had great difficulty keeping up with the 
demands for space. As a matter of fact, we are not now meeting the 
requirements presented to us. 

I have been appearing before the Public Works Committees of the 
House and the Senate for the last 2 months and measures to correct 
this situation have been considered. Perhaps some action will be 
taken in the very near future. 

In the meantime, we have rented practically all available space in 
the District of Columbia or its immediate vicinity. 

Mr. Cannon. Is there any vacant space? 


SPACE IN THE DISTRICT OF COLUMBIA 


Mr. Reynotps. There is very little vacant space in the District of 
Columbia today. 

Mr. Cannon. Let us take that up. Let us take up first the space 
in the District of Columbia, inside the city. What is the total amount 
of Federal and private space now being occupied by the Federal 
ageneies ? 

We have built acres and acres of space in new buildings here in 
the District. The pressure for space seems to be greater than ever. 
How much is now occupied ? 

Mr. Reyno.ps. We rent approximately 214 million square feet at 
the present time in the District of Columbia. 

Mr. Cannon. Is that owned by the Government ? 
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Mr. Reynotps. That is rented space. 

Mr. Cannon. From private agencies? 

Mr. Reynotps. That is right. 

Mr. Cannon. How much is space occupied belonging to the Gov- 
ernment ¢ 

Mr. Reynotps. We have about 42,000,000 square feet, general-pur- 
pose space. 

Mr. Cannon. You are occupying 4414 million square ‘feet of space 
inside the District of Columbia ? 

Mr. Reynotps. It is not in the District. It is in and around the 
District of Columbia. It includes the Pentagon, the space at Suitland, 
and other administrative space. 

Mr. Cannon. How much additional space would you require to 
house your agencies at a reasonable degree of proficiency on minimum 
requirements / 

Mr. Reynotps. We are asking at the present time for authority to 
build space to house 30,000 additional persons. 

Mr. Cannon. How much is that per person ? 

Mr. Reynotps. One hundred and ten square feet per person. 

Mr. Cannon. Without going into the arithmetic of it, how many 
additional square feet ? 

Mr. Reynotps. That is about 3,300,000 square feet. 

Mr. Cannon. That is the amount you need ? 

Mr. Reynoups. That is the amount that we can see at the moment. 
If we get into full mobilization, it will take space for 40,000 additional 
people. 

Mr. Cannon. That is something over 4,000,000 feet ¢ 

Mr. Reynoups. That is right. 

Mr. Cannon. Were you not adequately housed in the last war? 
That is, the Government? 

Mr. Reynotps. It was reasonably housed. It was not adequately 
housed. We rented garages and everything else. During the last 
war the Government rented over 7,000,000 square feet in the District 
of Columbia, or 414 million more square feet of rented space than we 
are now renting. ‘That is what is causing the critical situation at the 
present time. 

Mr. Cannon. What has become of that ? 

Mr. Reyno ps. It is all used by private industry. 

Mr. Cannon. It is no longer available for Government occupation ? 

Mr. Reynorps. That is right. 

Mr. Cannon. Did you in the last war requisition space ? 

Mr. Reynoups. Not when we could avoid it. I do not think we 
requisitioned any in the District of Columbia. We did rent some 
apartment houses in the District of Columbia during the last war. 
They have been converted back to apartment houses now. 

Mr. Cannon. In case of all-out war, would you have to resort to 
arbitrary methods of that character again ? 

Mr. Reynoups. I do not know that it would be the wise thing to 
do. You might have to go to semifinished buildings, have the Gov- 
ernment build buildings, or have private industry build them. 

Mr. Cannon. That type of space requires a high rate of rent? 

Mr. Reynovwps. It is unadaptable for office purposes. To give a 
perfect example, we rented practically all of the Chevrolet garage 
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because they were not selling cars during the last war. There was 
quite a little money spent in fixing it up. Now it is a garage again. 

Mr. Cannon. In both first and second wars, there was a great deal 
of temporary. building erected for the purpose which we took for 
granted that would be torn down as soon as the war was over, but 
some of them remain from both wars. That is still available, of 
course ¢ 

Mr. Reynoups. Yes. There are three buildings built during the 
First World War, which have concrete frames. They are the Muni- 
tions and the Navy Buildings on Constitution Avenue and temporary 
Building E on the center of the Mall which are now housing about 
17,000 persons. 

Then we built a lot of temporary buildings during World War II. 
There are now 30,000 persons working in those, or a total of 47,000 
in temporary or semipermanent structures. 

Mr. Cannon. How does the cost of erecting temporary structures 
intended for use for 2 or 3 years, or 5 or 6 years at the outside, compare 
with requisitioning housing from private sources ¢ 

Mr. Reynorps. It depends on the time element. If you are going 
to rent a building for 5 years, it is probably cheaper to ‘build it your- 
self than to rent it. 

The question came up recently before the Armed Services Commit- 
tee as to whether taking over a couple of apartment houses would not 
solve the situation, or whether the Government should not buy them 
rather than rent them. The cost of temporary buildings will run about 
60 percent of the cost of a permanent building. 

But as I testified before the Senate and the House in the Public 
Works Committee, I would certainly never recommend that temporary 
buildings such as were built during the last war should ever be con- 
struct again because that is a capital loss. 

If a building program is undertaken, they should be built at least 
with concrete shells which would probably cost 10 percent more than 
wooden shells. Then you have a permanent use for them. 

You can design them for the future so that you could plaster them 
and fix them up as permanent buildings. 

Mr. Cannon. These buildings have always been erected—these tem- 
porary buildings—in the past, on Government property which would 
be highly undesirable to retain for such a purpose. We have always 
been assured when these were erected, usually in public parks or 
public areas with the structures being unsightly, that when the war 
need was over they would be razed. 

That has not always been done, but it would be inexpedient for the 
Government to have to buy space for permanent occupation when they 
could erect a cheap building such as in the last two wars. 

Mr. Reynoxps. I think the problem is more fundamental than that. 
We made a.very careful analysis of the space needs of the Federal 
Government in time of peace. 

We also-made certain assumptions as to people that would be moved 
out of Washington permanently. We will shortly have an estimate 
before the Appropriations Committee for decentralization of certain 
activities out of Washington. 

We also assumed that the temporary buildings—that is, the wood 
buildings built in World War I1—would be removed; that in case of 
a full emergency the buildings built in World War I—the concrete- 
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frame buildings—would remain except that we would remove the 
temporary top floor of the Munitions and Navy Buildings, which were 
built durimg World War II. 

Mr. Cannon. I was coming to that. 

You are already, then, formulating plans to move agencies out of 
Washington which will give you more space for the agencies that must 
remain in the city ? 

Mr. Rreynowps. That is correct. We cannot possibly meet the pres- 
ent demand for space with what we have in the District of Columbia, 
unless we go out in a wholesale manner and take over apartment houses 
under construction. The only way we can meet the problem is by 
decentralization. That is the No. 1 plan that should be pushed as 
rapidly as possible and to the maximum extent possible. Secondly, 
the construction of at least some semifinished buildings should be 
considered. 

Mr. Cannon. Policies have been formulated, then, and projects are 
already underway to move activities from the city ? . 

Mr. Reynoups. We will shortly be before you with an appropriation 
for the purpose. 

Mr. Cannon. What space occupied by your regular agencies will 
be turned over to the defense agencies ? 

Mr. RryNnoups. The ones that will be removed out, you mean, sir? 

Mr. Cannon. At the present time do you have in your files any 
lists or plans for transferring space now occupied by regular agencies 
to defense agencies? You know that many of these regular agencies 
are discontinuing certain activities which they have performed in 
normal times. Would that give you additional space without moving 
any agencies out of the city at all? 

Mr. Reynoxps. It gives very little. A great deal of that has been 
going on. That contraction has taken place. We are running herd 
on all of these buildings to see that they are properly used, and we are 
grabbing every square foot of space we can. We are working in one 
building to salvage 30,000 square feet by reducing average utilization. 
It is not enough to give us any real relief. 

Mr. Cannon. What have you actually on paper? What additional 
space have you on paper for transfer to defense agencies? Have you 
any at all? 

Mr. Reynotps. None, except space that will be released by the de- 
centralization program. 

Mr. Cannon. What about the new United States District Court 
Building? 

Mr. Rernoxps. That building will be available the latter part of 
this year. It will release some space elsewhere when the courts move 
in. After lengthy discussions, it has been determined impracticable 
to take over the building for use by a defense agency. 

Anyone familiar with the court situation in Washington will recog- 
nize that they cannot long continue with the quarters they now have. 

Mr. Cannon. In time of emergency we all have to double up and 
endure inconveniences, work under handicaps. Why shouldn’t the 
courts take their share of the sacrifice ? 

Mr. Rrynoxps. The courts will. At the present time the court 
situation here in Washington is worse than at any place in America. 
I am quite familiar with it. I just cannot describe it. If you talk 
to Justice Laws you will get a real picture of the situation. When 
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the courts move in they then vacate the space they are now occupying. 

Mr. Cannon. There are no other buildings in the city, similar 
buildings, which may be made available? ses 

Mr. Reynotps. The only building giving us relief is the General 
Accounting Office. We are pushing completion of the building as 
rapidly as we can. 

The Comptroller General has cooperated 100 percent by moving into 
one end where the walls have been erected. The walls at the other 
end have not been finished. We expect to get the building ready for 
full occupancy by July 1. 

Mr. Cannon. How much space will be open ? 

Mr. Rernotps. About 830,000 square feet, of which a part is now 
being occupied. The Comtroller General has moved his entire staff 
over there and has vacated the Pension Office Building. We moved 
NPA into the Pension Office Building. 

Mr. Cannon. What about the old Pension Building ? 

Mr. Reynotps. That is being occnupied by the NPA now. ‘The 
Comptroller General has moved out. 

Mr. Cannon. There is no extra space left in that building, the old 
Pension Building ? 

Mr. Reynoutps. No. The NPA’s requests for us are far in excess 
of the space available in the Pension Office and the space available to 
them in the Department of Commerce Building. 

They were asking the other day for 30,000 additional feet in what 
is known as the City Club which we were unwilling to give them. The 
request for space that is shown in this document of 12,095 people has 
now increased quite beyond that. 

Instead of 5,585 people, NPA is now talking about 9,000. Instead 
of 8,500 people, ESA is now talking about 6,600. 

Mr. Cannon. There is a Soar under which you allot so much 
space toeach employee. That formula is geared to normal conditions. 
What is your normal provision of space per employee? That is, how 
many square feet ? 

Mr. Reynoxps. I would like to answer this way, and I am not evad- 
ing your question, but each building and each activity has to be deter- 
mined. Tor instance, a commission requires different kinds of space 
and maybe more space per person than others. Where you have a 
big operation like the Veterans’ Administration, you can get down to 
80 or 85 square feet per person. I am talking about office space now. 

Generally speaking, if we can get an average of 100 square feet, 
we are doing very well. The only way we can do that is to pick up 
up space where we have rather large operations where the operations 
are pooled. 

Mr. Cannon. In time of emergency when we must increase our 
working hours and increase our taxes and make other sacrifices, why 
cannot we also at the same time decrease the amount of space provided 
per person? It may not be ideal or wholesome in every respect, and 
it may be an inconvenience but it is part of the general program of 
mice Why could you not cut that down? 

Mr. Reynotps. There are already reductions that have been made. 
For instance, in the Department of Interior building they are now 
working at the rate of 100 square feet per person, which is very diffi- 
cult in a building designed like that one. 
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Mr. Cannon. You do not offer any very feasible plan to provide 
additional space in the District. I am summarizing the whole propo- 
sition now, and saying: What do you expect to do to provide addi- 
tional space that we are going to require in the District 

Mr. Reynotps. I am very hopeful that the Senate and the House 
will take favorable action on the bill now before them. 

Mr. Cannon. What is the provision of that bill? 

Mr. Reynowps. That is a dispersal program. 

Mr. Cannon. Do you think that is the most practical solution of 
the problem ? 

Mr. Reynoxps. I think it is, for this reason: I have been through 
this mill now and I have seen where the Government has wasted quite 
a lot of money. Money was wasted in building these various tem- 
porary buildings. 

It is true, we were ina war. We are getting nothing out of them. 
For years I have been recommending to this committee that we build 
the buildings in the future in the per riphery of Washington and when 
Mr. Taylor was chairman of this committee I made that recommenda- 
tion to him. 

Mr. Cannon. The conditions that exist today did not exist in Mr. 
Taylor’s time. Today it is probable that one bomb might destroy a 
very large part of the city. We are seeking not only to get space, 
but seeking to secure safety and to preserve Government records and 
other property. If you merely move out to the suburbs, they can 
destroy the suburbs as easily as they can destroy the center of the 
city. 

If you are going to decentralize, why not decentralize and move 
them out beyond reach of hostile fleets of airplanes ¢ 

Mr. Kirwan. Why would we want to build more buildings? Sup- 
posing General Motors or General Electric and United States Steel 
and every corporation in the world said— 

We are going to use the same policy as the Government in this emergency. We 
will only work the employees one shift. That will be the daylight shift. 

They would have to have enough buildings from here to San 
Francisco to take care of their production. 

Did we ever think of giving the employees of the Government in 
an emergency the proposition of working on a shift basis and working 
from 8 to 4.and having others work from 4 to 12, and soon? We have 
all the space in the world in Washington if we want to think of rotat- 
ing the employees. 

Mr. Cannon. Why would that not be practical? 

Mr. Reynowps. That has been gone into most thoroughly. The 
action during the last war has been studied in some detail as to what 
can be done. There are certain operations, especially in the Defense 
Department, which can be carried on around the clock. Where it is 

ossible to work in shifts or work in rotation, they are actually doin 
it now. There are other activities where you cannot work Gran. 
the clock such as the Federal Trade Commission. 

Mr. Kirwan. But three-fourths of the work can be done around the 
clock. Are you going to tell me that any of this work is so compli- 
cated as compared to building an airplane or taking hot metal out of 
a blast furnace? Does paper - work have complications? You can do 
it any place. 
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None of the Government’s functions have the complications that 
you have in an airplane factory or a steel plant or the atomic agencies. 

Most of the work the Government does is on paper. As long as you 
have good light, you can do it. We have all the space in the world 
in the Government, and we are trying to put up more buildings. If 
anybody ever gets to thinking about it, why not rotate that work 4 

Mr. Cannon. It is reasonable. 

Mr. Kirwan. How long would General Motors and your great cor- 
porations stay in business if they only worked one shift? That is 
where the complications are, out 1n the field. That is where you are 
going to get the complications now. 

Mr. Cannon. We hope you take these suggestions under considera- 
tion. Take the space outside the District of Columbia. 

What is the amount of Federal and private rental space available 
outside the District of Columbia / 

Mr. Reynotps. I will have to supply that. 

Mr. Cannon. I wish you would provide that, first as to Federal 
property, and second as to rental property. 

(The information requested, subsequently furnished, is as follows :) 

The following statement shows the estimated number of square feet of general 
purpose space under General Services Administration for space control purposes : 

Square feet 
Government-owned 50, 500, 000 
8 Re AI I ERENT LOL Ee OPE pe ara MET eS 27, 500, 000 


Total 78, 000, 000 


Mr. Cannon. What is your total space requirement of the defense 
agencies outside of the District of Columbia not yet set aside / 


SPACE OUTSIDE THE DISTRICT OF COLUMBIA 


Mr. Reyrnotps. For the fourth quarter for DPA functions it is 
2,496,300 square feet. That is given on page 14 of our justification. 

Mr. Cannon. In what cities outside the District and in what areas 
do you have your major problems? 

Mr. Reynoxps. They are all over, but more in the major cities of 
the United States. There are 454 locations. 

Mr. Cannon. Four hundred and fifty-four cities, or four hundred 
and fifty-four separate locations? 

Mr. Rrynotps. I think I can answer it this way: Some of these 
cities will have space not only for ESA, but also the Defense Trans- 
portation Agency. So you will have cities that where possible we 
‘an try to get space in one location, but there are 454 locations for 
different agencies and some of those will be in the same city. 

Mr. Cannon. You mean the 454 must now be found ? 

Mr. Reynorps. That is right. 

Mr. Cannon. Conditions vary in different cities. In some cities 
the situation is almost as tight as in Washington. 

Mr. Reyrnotps. There is no place as bad as Washington. It is very 
tight. Chicago is very tight if you want to get any volume of space. 

Mr. Cannon. What do you have to pay for space outside the Dis- 
trict of Columbia ? 

Mr. Reynoips. We usually have to pay from $3 to $3.50 a square 
foot for all costs except alterations. The new buildings in New York 
are running about $4.50. We try to stay out of that type of space. 
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Mr. Cannon. That is an average ? 

Mr. Reynotps. That is right. 

Mr. Cannon. What space outside the District do the regular de- 
partments have they can turn over to defense agencies ? 

Mr. Reynoups. Where possible we have tried to crowd them into 
Federal buildings. If not, we have rented the most reasonable space 
we could find. 

Fortunately, the number of square feet that you have to have in 
each location is not large, so the problem is considerably simpler than 
it is in Washington, D. C., and the unit prices are a little less. 

Mr. Cannon. There ought to be available, in almost every State, 
State-owned buildings which might be lent or rented to the Federal 
Government. What is the situation as regards State-owned property / 

Mr. Reynowps. State-owned buildings in most cases that I have 
found are crowded as much as the Federal buildings. I have dis- 
cussed that question recently with Governor Warren when I was in 
Sacramento. They are having the same problems. 

Mr. Cannon. What was his view on the matter? 

Mr. Reynowps. His view of the matter was that he thought that 
they should expand their building program through lease-purchase 
contracts, and that measure has been approved by the a ea of 
the State of California. 

Mr. Cannon. Does your space standard outside the District differ 
from that in the District, or do you have the same standards? 

Mr. Reynotps. We try to follow the same standards. You can set 
up standards of use, but the way to find out whether space is being 
actually used properly or not is to walk through the building. We 
are doing that throughout the country. 

We saved a tremendous amount of space that way. 

Mr. Cannon. Do you expect to change your standards in that re- 
spect to meet the emergency ? 

Mr. Reynouips. We crowd them as much as we can and we are doing 
it in Washington too. 

Mr. Cannon. What personnel have been diverted from your normal 
work, from you everyday functions for defense work in this emer- 
gency ¢ 

Mr. Reynoxps. Our normal work, except for repair and preserva- 
tion of buildings, is holding about as it was, or it will hold that way 
for a while, because we have some design and things of that sort 
to do. 

/ Mr. Cannon. Practically all of these departments are reducing 
their regular work and transferring their personnel to emergency 
work. 

Mr.. Reynoips. Our regular work is different than the average de- 
partment or agency. ey ne Reorganization Plan No. 18, approved by 
the Congress not so long ago, we took over practically all of the space 
problems in the United States, so there would not be competition be- 
tween the various departments and agencies. We are purely a service 
agency. We put on people to the extent we can do so to provide that 
service. We are not up here proposing any building programs, or 
anything of that sort, other than this one I have made reference to a 
few moments ago. To that extent that work has all been eliminated. 

Our work is purely service to see that space is provided to house 
employees. 
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Mr. Cannon. Summing up your opinion expressed here today, Mr. 
Reynolds, you would find it impossible to provide for all of the Gov- 
ernment activities for space they should have? 

What percentage of this scot the space do you think you would be 
able to procure and make available by June 30, 1951? 

Mr. Reynorps. We expect. to provide this space we are asking for 
by July 1 of this year. 

Mr. Cannon. You mean the District of Columbia? 

Mr. Rreynotps. This appropriation, I mean. 

Mr. Cannon. In the District of Columbia I expect you will provide 
space for every activity that requires it ? 

Mr. Reynoups. We do on the basis of the figures that are given us 
by the Bureau of the Budget on personnel—which has now been in- 
creased. That increase we cannot meet. 

We are going to have great difficulty meeting what we are saying 
that we will meet by this appropriation. Beyond that I have not 
the slightest notion what we are going to do. 

Mr. Cannon. What about outside the District ? 

Mr. ReyNorps. We are still all right there. We can find space out- 
side the District of Columbia. 

Mr. Cannon. The bottleneck is here in the city ? 

Mr. Reynoups. Yes. 

Mr. Cannon. Mr. Kirwan. 

Mr. Kirwan. I would like to just repeat what I said a while ago. 
I enjoyed Mr. Reynolds’ testimony, but I am still unconvinced. 

The biggest waste of space is in the United States Government. I 
happen to have a temporary office in the post office at Youngstown, 
Ohio. They have a courtroom there and I do not think there are 
any finer rooms in the country. I think there are three rooms for the 
clerks, the jury room, and the consultation room. The court has met 
once in 10 years. The Government rents space in the Union Bank 
Building. 

The Government space is on the ninth floor. They can vacate this 
space and move to the post-office building. That bank has been trying 
to get them to move for 10 years. 

I asked the Postmaster General why he could not do that. 

He said that the attorneys would object and they would get a 
petition if anybody were to move in there. They say, “You are 
taking our courtroom away from us.” 

The procedure of circuit riders traveling to these courts was done 
away with a hundred years ago. 

If I asked the Postmaster General what is the first thing he would 
build tomorrow, he would say the courtroom. It has been a hundred 
years since the judges rode on horses. The court meets in Cleveland 
now, not Youngstown. 

Senator Byrd said we can get rid of a lot of people in Washington. 
He has been saying that we had better get rid of two hundred thou- 
sand employees in Washington. Here we are thinking about adding 
more space that will be only temporary. We should use what we 
have. 

I think the Bureau of Printing and Engraving, the most compli- 
cated agency in government, works two or three shifts on their 
currency prograin. If thev do it why cannot a clerk work on a shift 
basis? 
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Mr. Reynotps. Could I answer both your questions at one time ¢ 

Mr. Kirwan. Yes. 

Mr. Reynorps. First let. us take the courts. We have been battling 
that court problem for years. We opposed practically every bill that 

‘ame up here to establish a court in some city. There have been passed 
by the Congress recently bills to establish courts that we know will 
not sit once a year and we have been told by the President not to 
build a building for the courts in that location without his approval. 

We have opposed the building of courtrooms in places where we 
know they will not sit over 2 weeks a year. 

We are attempting now to solidify our position in a way where we 
‘an actually go in and take over some of this court space. 

There is a nice legal question as to whether we can do it or not, but 
we have been able to take over some space in the courts; for instance, 
in the Seattle courthouse. We have also done it elsewhere. 

The point you raise is absolutely valid. There is no question about 
that. I can point not only to Youngstown, but to several other cities 
around the country. 

In your second question, you gave an excellent example of what 
“an be done on second and third shifts. You mentioned the Bureau 
of Engraving and Printing. You can go into General Electric or 
General Motors and they can run those shifts at night as well as 
the daytime. 

But General Electric in Schenectady does not work its main oflices 
three shifts, because they have not found any way to do it. This ques- 
tion was up at the Bureau of the Budget recently as to how far we can 
require second and third shifts. You get into complications. 

For instance, let’s take my own office. I cannot work second and 
third shifts. I can only work one. Who is to take my place on the 
second shift. and who is to take it on the third shift, and what would 
they accomplish ¢ 

So those are the problems that you get into. 

The FBI has been working constantly for 3 months on three shifts. 

Mr. Kirwan. I will agree you could not work in your office on three 
shifts. It would be impossible. You and you alone can supervise the 
personnel in your office. I again say that you can take any part of a 
building and let’s say you have 750 employees in there working at a 
certain time of day. They come in at 3 o’clock. Then they will con- 
tinue on until the next shift comes in at 11 and they will continue to 
work. 

You covered it when you said no one can take over in your office, 
however. The supervision has to come from you, but where there is a 
supervision like in the Bureau of Engraving and Printing, it is almost 
the same thing. 

Mr. Reynovps. They can do it there. 

Mr. Kirwan. It is almost the same with the Government work. 
There is plenty of work in the Government where you can work more 
than one shift. But there is an awful lot of work in the Government 
which is not finished on time. They come back the next day and there 
it is lying on the desk. It takes them all day the next day and the 
next day to finish that. That could be finished in 24 hours. 

If they had supervisors as they do in these other places throughout 
the country, it could be done. 
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There are many things in Government that can only be worked on 
one shift. In regard to this surplus we are talking about now, we 
could shorten up the buildings. We could take some of the surplus 
and put it in the other end of the building. 

Mr. Reynotps. It has not been overlooked because it came up in this 
way: We were fighting for space. We are trying to make people utilize 
the space to the maximum extent possible. We cannot see where we 
can get space without taking apartments and things of that sort. 

So there are only three ways that you can approach it. What do 
you gain from longer hours? 

Mr. Kirwan. I am not asking for longer hours. 

Mr. Reynotps. Or what operations can be worked second and third 
shifts? What people can be moved out of town permanently and 
not on a temporary basis as in the last war? 

To the best of my knowledge, those agencies that can work a double 
shift are actually working them now. I do not say it cannot be 
carried further. 

Mr. Kirwan. It can be carried much further. I have in my pos- 
session 31 letters that came through the mail referring to the same 
thing. These letters came to me from one Government agency. I 
have them tied up with a rubber band over in my office. They have 
the same typing in them, the same address on the envelope. If we 
could get economy in the Government, things might be different. 

During the last war in front of the Willard Hotel there was that 
temporary building which was built out of beaver board costing 
$750,000. 

Mr. Reynotps. That had a particular name. 

Mr. Kirman. It was built of beaver board and I was wondering 
what it would have cost if it had been built of wood ? 

There is no courtroom in the country or a court building that 
cannot be shortened up on space. Until this emergency is over, that 
will have to be considered. 

In the last war the Mayflower Hotel was utilized. There was beaver- 
board put in and the offices were set off. It served the purpose. 

Mr. Reynotps. There are certain spaces in the new courts building 
which I forgot to mention a while ago that will be available for other 
activities in addition to the spaces that are being vacated. 

Mr. Kirwan. That is all, Mr. Taber. 


SPACE IN THE DISTRICT OF COLUMBIA 


Mr. Taper (presiding). You have a figure of $1,880,900 on page 11. 
You indicate that you are taking over probably 240,000 more feet of 
Government space that has not been taken over before. What is that ? 

Mr. Reynoups. That is the General Accounting Office. 

Mr. Taner. That is where they are moving in and you are taking 
over the whole building? 

Mr. Reynoutps. We are doing something that has never been done 
before. Before they finished work on one end we moved in. The 
other end has not been finished. They do not have all the brickwork 
finished. 

Mr. Taser. It does not hurt them, T guess. 

Mr. Reynotps. They are getting along. 
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Mr. Taser. That is where you are getting the 240,000 feet. You 
have rent for another 175,000 feet. Is that here in the District? 

Mr. Reynoups. That is right. 

Mr. Taser. When do you expect to get into that? 

Mr. Reynotps. We expect to get into that by July 1. 

Mr. Taser. When do you expect to get into that other 240,000 feet 
of the General Accounting Office ? 

Mr. ReyNnoups. We gradually grow into that, and we get into it 
completely by July 1. 

Mr. Taser. You have a lot of space where you have to have tenant 
changes and alterations and moving. Where is that? 

Mr. Reyno.ps. You are referring now to that $483,000? 

Mr. Taser. Yes. 

Mr. Reynotps. That is made up of a portion of the General Ac- 
counting Office and the rest is rented space. 

Mr. Taner. You expect to get into that by what date? 

Mr. Reyrnotps. We will not get into that before July 1, but we have 
to make alterations prior to that time. 

Mr. Taser. You have to have money to use on the alterations? 

Mr. Reynotps. That is right. 

Mr. Taser. Then there is consolidation and realinement of present 
Government space and there is 15,000 feet that you are figuring on 
getting out of that. That is not a very big item. There is not too 
much to that comparatively speaking, is there? 

Mr. Reynoups. It runs to $275,000, but we do not develop a tre- 
mendous amount of square feet for it. 

Mr. Taner. How do you get that fifteen thousand ? 

Mr. Reynoxps. The 15,000 is the difference between the third and 
fourth quarter, but the amount shown in the third is what we are 
spending now. The $275,000 is what we expect to spend in the fourth 
quarter. That is the best investment you can make. 

Mr. Taper. Have you lined up the space you were going to rent, the 
space you need ¢ 

Mr. Reynotps. It is 495,530, 

Mr. Taser. That is what you are figuring to rent? To rent in the 
fourth quarter ? 

Mr. Reynotps. Yes, we expect to rent that. You will find on page 
11 that you have 428,853 square feet for rent, operation, and mainte- 
nance of leased space. 

That differs from the 495,530 because the 495,530 is what you expect 
to have by July 1. The 428,000 is the average for the quarter. 

Mr. Taper. Where is the 495,530? 

Mr. Reynoxps. At the bottom of page 12. 

I am trying to explain the difference between 495,530 square feet 
on page 12 and 428,853 square feet on page 11. The reason for that 
is some of this space will be used only two-thirds of the quarter. 

Mr. Taser. You will not be getting into that space on page 11, the 
rent space, until the Ist of July. 

Mr. Reynoups. That is a computed item. We expect to rent more 
than that shown on this page 11 by July 1. 

Mr. Taper. Will you have space to take care of an increase in per- 
sonnel of these agencies like Mr. DiSalle’s agency, where he is figuring 
somewhere around 12,000 people? Will you have space for them by 
the Ist of July? 
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Mr. Reynotps. This appropriation covers all defense production 
agencies. The Economic Stebilization Agency estimates 3,500 em- 
ployees. 

Mr. Taser. That is part in the District and part in the field ? 

Mr. Reynotps. No; this is in Washington. 

Mr. Taser. They do not have that many now. They had 3,300 when 
they were up here. 

Mr. Reynotps. This is the 3,500 figure by July 1 for the District. 
The field figure is over 13,000. 

Mr. Taner. He is not going to have that many. They got down to 
about 12,000 before we were finished with them. That kind of eases 
the pressure on you a little bit. 

Mr. Reynoxps. Yes, sir. 

Mr. Taper. That is the figure we have for the District, 3,500. 

Mr. Reynotps. Yes. 

Mr. Taxer. There is the wage set-up and the other agency. The 
wage set-up has 700, and this other set-up presently has about 1,200. 
the two of them together really only have 1,300 now. ‘The wage set-up 
has only 100 now, I believe. That is what they told us. The other 
has 1,240 I believe. 

Mr. Larson. You are talking about 1,200 in the District? 

Mr. Taser. Not for Mr. DiSalle; for the two of them. 

I mean 1,231 for Mr. DiSalle and 100 for the other agency. That 
makes 1,330. 

Mr. Larson. You are talking about Mr. Johnston’s office now. 

Mr. Taper. Yes. There are only 30 or 40 in his own office. It 
would not take much. 

Mr. Rreynotps. Would you refer to page 12? 

Mr. Taper. Yes. 

Mr. Reynotps. Here are the figures that we have, going right down 
the line. 

Agriculture is the same, and Commerce is 8,000. 

Mr. Taser. That is the National Production Authority ? 

Mr. Reynotps. Interior has 1,000. 

Mr. Taser. There is no additional request for the National Produc- 
tion Authority. 

Mr. Reynotps. They gave us a figure of 3,850 by July 1. 

Mr. Taser. They will not have anything like that. 

Mr. Reynotps. ‘This total you have before you is based on the figures 
given by the Bureau of the Budget. 

Mr. Taser. This wage set-up has not been able to build up. You 
have 495,000. That is what you are figuring you are going to rent 
in addition and get by as of what date? 

Mr. Reynorps. By July 1. 

Mr. Taper. The 459,000 you are going to use out of the General 
Accounting Office Building ? 

You are going to have $1,880,900 to swing that? Are you going 
to put that table in the record ? 

I believe that tables on pages 11 and 12 should go in the record. 
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(The tables referred to follow :) 
SUPPLEMENTAL ESTIMATE FOR “EXPENSES OF DEFENSE PropucTtIon, 1951” 
Buildings management in District of Columbia 


Fiscal year 1951 estimate CFDS BLESS $3, 580, 500 


Allocation to March 31, 1951 Lise a te TL St eis OS 1, 699, 600 
Additional requirement Ricans RD CE ewes rictieh ie aE RS .~ 1,880, 900 


HIGH-LIGHT STATEMENT 


Rental, management, and related services for 1,069,600 net square feet of space, 
and the consolidation and realinement of an additional 650,000 net square feet 
of space to provide a net of 139,900 square feet, as of June 30, 1951, are proposed 
for housing agencies carrying out functions authorized by the Defense Production 
Act of 1950 (Public Law 774, S1ist Cong. ). 


Program and performance 


Average net square feet 


Second = [nny reas Fourth 
quarter Phird quarter quarter 
Performance in work units: 
Operation and maintenance of Government-owned space 34, 700 | 240, 665 479, 700 
Rent, operation and maintenance of leased space , 13, 330 | 253, 665 | 428, 853 
Alterations, tenant changes and moving : ‘ * 72,000 364, 500 483, 100 
Consolidation and realinement of present Government 
space : ‘ ; 115, 000 | 260, 000 | 275, 000 
Unit costs: | 
Operation and maintenance of Government-owned space $0. 30 $0. 266 $0. 258 
Rent, operation and maintenance of leased space 55 933 | . 922 
Alterations, tenant changes and moving 1.96 | 2.37 | 2. 25 
Consolidation and realinement of present Government | 
space pak a 1.00 | 1.00 | 1.00 
Performance costs: 
Operation and maintenance of Government-owned space 10, 400 | 64, 000 123, 600 
Rent, operation and maintenance of leased space 7, 330 | 236, 700 | 395, 300 
Alterations, tenant changes and moving 141, 270 864, 900 | 1, 087, 000 
Consolidation and realinement of present Government | 
space enddaotenate bth deer taunhrge 115, 000 | 260, 000 | 275, 000 
Total : Voccmencidnincka seattbah Goes Barnes 274, 000 | 1, 425, 600 | 1, 880, 900 


JUSTIFICATION OF PROGRAM AND PERFORMANCE 


Source and justification of workload 


The workload contemplates the provision of space for housing employees nec- 
essary for carrying out the functions authorized by the Defense Production Act 
of 1950. The amount of space required for the purpose is based upon experience 
factors in the field of space acquisiitons and a forecast of employment provided 
by representatives of the Bureau of the Budget. The following is the forecast 
eased in the District of Columbia and adjacent area as of June 30, 
1951 : 


Agency Departmental 
ei a a a ee 631 
UII 0000 > cn a aes eth magia 5, 585 
Epamerimaent of tne ancien... ee 980 
Defense: ;eodemion: Awener... 3.2. on 600 
Defense Transportation Agency___-_- SOR a EN ee eae Rees Oe 194 
Economic Stabilization Agency.............-._-----_--_--...--.----_- 3, 500 
General Services Administration____..________---------__-_-__----_-_ 65 
Housing and Home Finance Agency__------------------~------------ 24 
Ng EEE EE Re I an RE so ee Ste CBT 
SB EN, Re ET A, TEE RE RS ISNT EOE TR LS ST 157 
SeE te ABS ge Le a ee 30 


Ce eee nee ee ee Ee RENE SD Sere SIE NS PEN 12, 095 











Of the total estimated employment of 12,095 as of June 30, 1951, it is con- 
templated that 6,673 employees will be recruited by March 31, 1951, which will 
provide for the recruitment of an additional 5,422 employees during the quarter 
beginning April 1, and ending June 30, 1951, as follows: 

All agencies: 

Actual employment December 31, 1950, 2,309. 
Estimated employment March 31, 1951, 6,673. 
Additional employment, fourth quarter, $5,422. 
Estimated employment June 30, 1951, 12,095. 

It is estimated that 1,209,500 net square feet of space will be required to house 
the defense production activities in the District of Columbia and adjacent area. 
It is anticipated that the required space will be obtained by the following means: 

feet 


Net square feet 
sed 


Consolidation and realinement of present Government space__---~-~~-- 139, 900 
tion Conversion of existing dormitory: buildings 115, 000 


Utilization of portion of new General Accounting Office Bldg__-------_ 459, 070 
Peeees On Te bre 495,530 


SOC 5... 1, 209, 500 
Mr. Taper. On page 14 you are asking for $3,000,000. There is 
employment of 13,500 for the Economic Stabilization Agency and 
about 2,000 for the Department of Commerce. Then there are a lot 
of other agencies there also. 
You are le: asing 2,164,000 feet. You are not using any Government 
space on that at all, are you? 
Mr. Reynoups. No. We have no Government space that we can 
use for this purpose. 
Mr. Taner. Then there is alterations. Is that in the same building, 
or what is that ? 
Mr. Reynoups. That is in the buildings where we have to rent 
space. We usually have to make some alterations. 
This peure of $1.25 is about half the cost we find generally. 
, 600 Mr. Taner. You figure 85 cents a foot? 
"000 Mr. Reynowps. That is 85 cents a quarter. It comes to $3.41 per 
square foot per annum. 
Mr. Wiceiesworrh. That 1s outside the District ? 
, 900 Mr. Reynotps. That is correct. 
Mr. Taser. That means a total of $3,087,100. We should have that 
table in the record along with the next page. 
(The material referred to follows :) 


, OOO 


SUPPLEMENTAL ESTIMATE FOR “EXPENSES OF DEFENSE PRODUCTION, 1951” 
Buildings management outside District of Columbia 


Fiseal year 1951 estimate $5, 668, 700 
Allocations to Mar. 31, 1951 


Additional requirement 3, 087, 100 
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HIGHLIGHT STATEMENT 


Rental, management, and related services for 2,496,300 net square feet of space 
as of June 30, 1951, are proposed for the housing of expanded functions under 
the program authorized by the Defense Production Act of 1950 (Public Law 
774, 8ist Cong.). 


Program and performance 





| Average net square feet 





| Fourth 


] 
Se = 
econd | Third ¢ cuinter 
‘ 


quarter quarter 








Performance in work units: 
Rent, operation, and maintenance of leased space- -____-_- 2, 667 1, 019, 600 
Alterations, tenant changes, ana moving..-. -- ‘ ae 1, 447, 950 


| 


2, 164, 950 








Unit costs: ; | 
Rent, operation, and maintenance of leased space ‘ . 75 $0, 852 
Alterations, tenant changes, and moving--. : 





Performance costs: | 
Rent, operation, and maintenance of leased space | $764, 700 | $1, 844, 537 
Alterations, tenant changes, and moving | 1, 809, 900 | 1, 242, 563 

} 


RI ria lait a cians ctsceitliccdnet secdinnniareen’ | 2,574,600 | 3,87, 100 
' 





Source and justification of workload 


The workload contemplates the provision of space for housing employees 
necessary for carrying out the functions authorized by the Defense Production 
Act of 1950. The amount of space required for the purpose is based upon 
experience factors in the field of space acquisition and a forecast of employ- 
ment provided by representatives of the Bureau of the Budget. The following 
is the forecast of employment outside the District of Columbia as of June 30, 
1951: 
Estimated 
employment, 
June 30,1951 

Department of Agriculture__-__-__--____ 

Department of Commerce 

Department of the Interior 

Defense Transport Administration 

Economic Stabilization Agency_-_-~- 

General Services Administration 

Department of Labor , 

Federal Security Agency_-__----__-__~_- 

Department of Justice_________--_- 


Of the total of 16,642 estimated employees as of June 30, 1951, it is con- 
templated that 10,015 will be recruited by March 31, 1951, the remaining 6,627 
employees to be recruited during the quarter beginning April 1 and ending 
June 30, 1951, as follows: 


All agencies : 
Actual employment, Dec. 31, 1950_ 
Estimated employment, Mar. 31, 1950 
Additional employment, fourth quarter___________--_____--___ 
Estimated employment, June 30, 1951 


It is estimated that 2,496,300 net square feet of space will be required to 
house defense production activities outside the District of Columbia. This 
estimate is predicated on the acquisition of space by new leases in blocks of 
approximately 2,000 net square feet. 
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Basis for unit cost 

The unit costs are based on experience factors and recent upward trends in 
the rental market. Due to the limited space available throughout the country 
and increased costs to owners for salaries and materials, rental rates are in- 
creasing. The unit costs for the fourth quarter for the rental, operation, and 
maintenance of space, therefore, have been increased from $0.750 to $0.852 per 
quarter, or from $3 to approximately $3.40 on an annual basis. 


EMPLOYEES 


Mr. Taser. You have $20,000 for extra help; is that right? 

Mr. Rreynoups. We have 16 people. They have been paid from 
funds allocated to us for the second and third quarters. There has 
been no money allocated for them for the fourth quarter. This is for 
that purpose. 

Mr. Taser. You get the same thing on the next page; is that right? 

Mr. Reynovps. That is another question. That is the Claimant 
Agency. 

“Mr. Larson. You are talking about page 17. That is the Claimant 
Agency function that I explained a while ago. 

Mr. Taser. There is another item about the Archives. 

Mr. Larson. The Bureau of the Budget has requested us to set up 
and publish a handbook of emergency war agencies through the 
Federal Register facilities. The additional printing and assembling 
cost runs $9,700 for the last quarter. 

Mr. Taser. Then you have an executive staff in there where you 
want $72,000. Is that your staff? 

Mr. Larson. Part of it is my staff and there are 4 positions for 
financial management in the Comptroller’s offices, a total of 4 positions 
for statistical purposes, and a total of 10 legal positions. The re- 
mainder are in my Office. 

I have not created any additional organization for the handling of 
such matters as are included on this big chart here, with the exe eption 
of rubber. The cost of administrative: personnel for that program is 
included in the resale price of the rubber. 

For instance, the renegotiating and the closing of the aluminum 
expansion contracts was handled in my office with this additional 
legal, financial, and statistical help. I have a mission now on the way 
to the Far East to enter into firm negotiations for tin, cordage, and 
palm oils, not for the stockpile, but a portion of it may find its way 
into the stockpile eventually. 

That procurement operation is for defense activities. I have re- 
tained that in my office in order to hold it to a minimum. 

This also includes the liaison personnel with General Harrison’s 
office and with the Department of Interior and the other defense 
agencies, 

RUBBER PROGRAM 


Mr. Taser. You have in here on this sheet that has been handed us 
$150 million for the rubber program. Is that something you are 
planning to handle before the 1st of July? 

Mr. Larson. We are handling that now. That $150 million is the 
revolving fund necessary to finance that program. 
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Mr. Taser. That has already been set up? 
Mr. Larson. That is correct. 

Mr. Taser. That is not a new requirement ? 
Mr. Larson. No. 


ALUMINUM, COPPER, AND OXYGEN 


Mr. Taper. Is the $5,700,000 aluminum sheet procurement ? 

Mr. Larson. That is right. That is being set up. 

On the set-up before you it will show the expansion contemplated. 

Mr. Taper. There is $1,300,000 for copper procurement, and 
sas 

Mr. Larson. That is right. 

Mr. Taser. That is set up ¢ 

Mr. Larson. Yes. That is being allocated by the Bureau of the 
Budget. 

Mr. Taser. On this other set-up we had Mr. Boyd up here. He 
talked about wanting this item for aluminum contingent upon a 
purchase guaranty. He indicated it would not be something that 
would come in the period before the 1st of July; is that right? 

Mr. Larson. That is correct as to actual cash requirements. These 
plants are in the process of being built, they will not be in produc- 
tion by that time. 

Mr. Taser. That does not require anything at the present time, any 
action on the part of Congress ¢ 

Mr. Larson. Insofar as making cash available for that purpose, 
that is correct. 

Mr. Taser. Now, as to this copper business, I understood the same 
thing from him on that. 

Mr. Larson. That is correct. 


MOLYBDENUM 


Mr. Taser. Now, this molybdenum, $112 million, I understood that 
was the same way? 

Mr. Larson. That contract is in existence and some of that produc- 
tion is now forthcoming, is it not, Mr. Walsh ? 

Mr. Watsu. Not for stockpile. 

Mr. Larson. Is there any contemplated for resale or for secur- 
ing expansion prior to July 1? 

Mr. Watsu. No, sir. 

TUNGSTEN 


Mr. Taner. And on tungsten, $90 million, I understood that was 
the same way ? 

Mr. Larson. Mr. Boyd is ahead of us on that program. We have 
presently set up a revolving fund for the exclusive purchase of tung- 
sten. It is not the exclusive purchase, but for purchasing everything 
we can get. Approximately $14 million is being set up for that 
operation. 

Now, as we expand that program, we will expand that as tungsten 
becomes available on the market. 

The tungsten program which he is talking about involves expan- 
sion, and it is my understanding that it will not start rolling out of 
the expanded facilities before July 1. 
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Mr. Taser. He told us, as I understood it, that he wanted a 
10 million dollar item for exploration on critical materials. Do you 
know anything about that? He wants that now. 

Mr. Larson. No; that would be his program. 

Mr. Taser. You do not have anything to do with that ? 

Mr. Larson. No, sir; those are loans and not connected with 
procurement. 

COBALT 


Mr. Taser. There was another item on cobalt involving a certain 
amount of different types of metals. He had down $118 million, but 
I did not understand that that was going to be ready either. Maybe 
Iam wrong there, but I do not think so. 

Mr. Larson. I could not comment on that. 

Mr. Taner. You do not have anything to do with that ¢ 

Mr. Larson. We might have. He might have to resort to a pro- 
curement contract to finance some of that and he would certify to us. 


NICKEL 


Mr. Taper. The establishment of nickel, that would not come within 
your range ¢ 

Mr. Larson. Yes; it would. 

Do you mean michel nickel? 

Mr. Taper. That means Canadian ¢ 

Mr. Larson. No; that is the Falconburg, that wouldn’t be us. 

But they are asking that we purchase some of the output. 

Mr. Watsu. We purchase the output when and if a smelter is ever 
built. 

Mr. Larson. That is right. We haven’t set it up as a contingent 
hability. 

PRODUCTION LOANS 


Mr. Tarver. After these other things he gave us quite a bit and I 
do not have everything I ought to have about the production loans 
ona half dozen different items, seven or eight. 

Mr. Larson. Well, Mr. Taber, we have this sheet here. 

Mr. Taper. That will tell? 

Mr. Larson. So far as we are concerned, those are the things that 

‘e actually in the mill, in the shop. 

Mr. Taner. It will tell what you are asking for currently 4 

Mr. Larson. Well, it will tell what we will eventually need on a 
gross contingent liability basis if General Harrison issues these cer- 
tificates in all the cases now nending. 

Mr. Taner. Will it teil what you would need for this coming quar- 
ter? Would it be segregated so that we will be able to tell that ¢ 

If it is not, it should be. 

Mr. Larson. No; it is not. 

Mr. Taser. You could fix it that way, the copies you make for us, 
could you not? 

Mr. Larson. Yes. 

Mr. Taner. Anything that we would have to provide for now, or 
would be asked to provide for, we ought to know separately from the 
other programs. It is all right for us to know what they are, but we 
ought to have that picture in one spot as far as we could get it. 





582 


Mr. Larson. We will give you the total and then we will give you 
what we think will be required for the quarter insofar as these pro- 
grams that we have going are concerned, and the programs that are 
under certification. 

Mr. Wieeteswortu. Under your general functions referred to on 
page 6 of the justification, you have had guaranteed one loan, I under- 
stand, out of three applications. How much was that ? 

Mr. Larson. Three hundred thousand dollars. 

Mr. Wiceteswortn. Have you any estimate at all of what the over- 
all picture is going to look like in that field ? 

Mr. Larson. I feel quite certain that guaranteed loans will be needed 
on two aluminum contracts that are pending. 

In each case I think the Government will be required to guarantee 
the loan. 

Mr. Wiacieswortu. Those are not our friends Reynolds and Kaiser, 
are they ¢ 

Mr. Larson. No. Reynolds has not quite decided whether or not 
it will have to have a guaranty, but Kaiser is already under way. 

Mr. Wiccteswortu. Already guaranteed ? 

Mr. Larson. Already under way without the Government guar- 
anty. The two that I speak of are the Harvey Aluminum Co. and 
Apex Smelting Co. 

Mr. Wiceieswortu. What is the limit, if any, on your authority 
to guarantee them ? 

Mr. Larson. Well, there is no specific limit. We can only guarantee 
as we are certified, or as a certificate calls for guaranteeing, and as it 
is approved by the Bureau of the Budget. 

Mr. Wiceieswortu. There is no over-all maximum? 

Mr. Larson. Well, we do not keep the cumulative totals. 

Mr. Wiecieswortn. I mean, as a matter of law, there is no over- 
all maximum ? 

Mr. Larson. My understanding is that loan guaranties should not 
exceed the total amount which Congress contemplated would be avail- 
able under the various defense programs. 

Mr. Wiceieswortn. Which was what ? 

Mr. Larson. $2,000,000,000 under Public Law 774. 

Mr. Wiceieswortu. For the purpose of guaranties? 

Mr. Larson. That is my personal feeling. 

Mr. Wiceirsworru. Was that figure specifically made available? 
I don’t recall. 

Mr. Larson. Well, as I interpret it, that was the limit beyond which 
the whole program should not go. 

Mr. WiceLeswortu. When you say the whole program, are you talk- 
ing about. guaranties? 

Mr. Larson. Yes. 

Mr. Taser. But the other $1,000,000,000 was not made available 
until further action ? 

Mr. Larson. That is right. 

Mr. Taper. That is to be tied into an appropriation ? 

Mr. Larson. That is correct. 

Now, of course, this guaranty, Mr. Wigglesworth, I was not here 
during the last war, but you know how it operated. There was no 
loss to the Government. My personal feeling is that the contingent 
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liability that should be set up is not necessarily a total amount of the 
obligation. 

I understand the decision has been made, however, that we will 
need borrowing authority to cover the entire contingent liability. I 
am not certain about that. It does not fall within my responsibility 
and Lam not certain about it. 

Mr. Wicctesworru. Under the second part of your functions, pur- 
chase of raw materials for Government use or resale, what is the 
underlying purpose of purchase for resale ? 

Mr. Larson. Well, in the case of becoming the exclusive purchaser 
as we currently are for rubber, tin, and tungsten, we have to have 
authority to resell it, because we have to furnish the whole domestic 
economy as well as the defense effort and the stockpile. 

Mr. Wicctesworru. Now, exactly what do you do under item 3, 
installation of facilities and equipment? Is that a function of the 
War Department to carry out ? 

Mr. Larson. No; it isthe function that the Defense Plants Corpora- 
tion carried on, Mr. Wigglesworth, in the last war; I think that would 
be more analogous. 

It is to take care of what we call across-the-board programs, like 
the magnesium plants, for instance, where the raw product is used for 
all the services and no one service takes the sponsorship of that. 

Since we are now custodians of Government-owned plants, that 
falls under us. That is for the expansion of facilities of Government- 
owned plants and for increase of capacity of privately owned facili- 
ties. For example, installing certain types of machinery that would 
be required by the Government under this machine-tool program 
which I spoke of a moment ago, in order to be tooled up to meet 
requirements. 

Ve procure the machine tools for the Government under authority 
issued by the Defense Production Administration. 

Likewise they direct us as to the allocation of those tools to private 
industry or to Government-owned plants. We perform just the ad- 
ministerial function. 

Mr. Wiccteswortn. And you have had $4,400,000 already ? 

Mr. Larson. That is correct. 

Mr. WiceieswortrH. And that is applicable to what period ? 

Mr. Larson, That is for the first three-quarters. 

Mr. Wicetesworrn. The first three quarters of the fiscal year / 

Mr. Larson. That is right. 

Mr. WiceLteswortH. How much has been obligated ? 

Mr. Larson. How much has been obligated, Mr. Medley? Do you 
have that information? 

Mr. Meptey. Approximately $2,000,000. 

Mr. Wiceteswortu. As of what date? 

Mr. Meptey. February 28. 

Mr. Wicetesworti. $2,000,000 as of February 28? 

Mr. Meptey. That is mostly for space. I would like to supply you 
a complete statement for the record. 

Mr. Wiceteswortn. That is for 8 months? 

Mr. Meptey. Well, actually, it is for the second and third quarters 
of the program as it really did not get rolling, you might say, until 
December. 
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Mr. Wiccteswortn. All I asked is for what period, and I under- 
stood the answer was the first three quarters. How long a period is it? 

Mr. Meptey. It is for the month of December and the first 2 months 
in the third quarter. It would be for 3 months, Mr. Wigglesworth. 

Mr. WiceteswortH. $2,000,000 for 3 months. And you are asking 
$5,100,000 for March, April, May, and June? 

Mr. Mepuey. April, May, and June. 

Mr. WiccteswortH. Have you got the obligations by months, for 
instance, for January to February ? 

Mr. Meptey. We can supply that for you, sir. 

Mr. WiceLeswortn. You do not have that here? 

Mr. Meptey. Not right at this moment. 

Mr. Wiceteswortn. I wish you would insert those in the record 
when you revise your remarks. 

Mr. Meptey. We shall be glad to. 

(The information requested, subsequently furnished, is as follows :) 


Expenses of defense production, 1951—Obligations by month, by activity 



































| l 
} ‘ 
PRS aes | Total as of 
Activity oy — | January |February| Feb. 28, 
| 1951 
} Cas ev ch sites Gai as 
Buildings management in District of Columbia $159, 800 | .$150,023 | $484, 970 $794, 793 
Buildings management outside District of Colum- 
ee eee ee ee ee oe 4,800 | 401,673 | 802,327 1, 208, 800 
Space acquisition and utilization_.__........._..._j__-_..-.--|_.-----__- 5, 000 10, 800 15, 800 
ee ES 8. aaa ia SRN, RE es 1, 152 1,349 2, 501 
a teh Ti he DE EER REE REDS TABS ME UIOS SE APE Of + | t 8, 452 8, 452 
Executive direction and staff operations. .________- $8, 909 10, 091 11,777 18, 108 48, 885 
MC Sic eccbls skhinbis eden auoedus achomod 8,909 | 174,691 | 569,625 |1, 326, 006 2, 079, 231 





Mr. Wiceteswortu. I do not think I have anything more, Mr. Chair- 
man. 
The Carman. Mr. Davis. 


RENTALS 


Mr. Davis. One of the major items which you have here—and I 
believe this is more properly addressed to Mr. Reynolds than to Mr. 
Larson—is for the rent of buildings, and I noted in several of the other 
supplemental requests that we have had from a number of different 
agencies that they have also had requests for that. 

I wondered if you would explain to me the dividing line and the 
dovetailing of the funds that you spend for rent and what they might 
spent for themselves. 

Mr. Reynoups. We spend, generally, for space that we term “admin- 
istrative space,” which includes the administrative space for the De- 
partment of Defense and all of the defense agencies. We do not 
include any rents that may be incurred as expenses in connection with 
the Military Establishment for posts and things of that sort. 

Mr. Davis. If you provide the space for all of these agencies, the 
defense agency and nondefense, generally speaking, what basis would 
there be for the requests of some of these other agencies for supple- 
mental funds for renting during the next quarter? 

Mr. Reynowps. The reason for it is this: Reorganization Plan No. 18 
specifies that we are to take over the rental operation of the Federal 
agencies. A high percentage of that is still being done on a reim- 





















585 


bursable basis to give us time to take over the leases. Some of the 
leases will not be transferred to us until the fiscal year 1953. 

It has been a gradual take-over up until a year ago, when it was 
greatly advanced under Reorganization Plan 18. 

Mr. Davis. After July 1 there would be no justification for any of 
the agencies of the Government to come in and ask for funds for 
rent ? 

Mr. Reynoxps. That is general-purpose space. That does not in- 
clude what they may have apart from that. We are talking about 
administrative space, you understand. 

For instance, in Washington we operate the Pentagon Building, 
but it is entirely occupied by the Department of Defense. 

Mr. Davis. Now, I notice in one justification we have had they men- 
tioned renting of space for conferences and things of that kind. Is 
that something that is properly a responsibility of that agency, or is 
thet properly your responsibility ¢ 

Mr. Reynoxtps. It will be their responsibility unless we take over. 
Up until such time as it is taken over it is their responsibility. 

Another point is this: As new agencies are created or expanded, such 
expansions must be justified for that particular fiscal year by the 
agency concerned after which we take over in the following year. 

Mr. Larson. Mr. Reynolds, may I interpose a comment there / 

I think the gentleman is referring to a situation where, for example, 
the Civil Defense people would want to have a conference, say, in Chi- 
cago, of the surrounding States civil defense organizations or directors. 
They may want a 2- or 3-day conference where they could come in and 
rent a whole suite or room or something of that sort. 

That type of space would be financed from the funds of the agency 
concerned, 

Mr. Davis. But it would not be listed as rent, then, in their justifica- 
tion, would it ? 

Mr. Larson. I don’t know how they would carry it in their justifica- 
tion. 

Otherwise, what Mr. Reynolds said is correct. 

Mr. Davis. I wonder how members of the Appropriations Com- 
mittee can protect themselves in a transition period like this where 
some agencies are authorized to rent for themselves, and some are not. 

Mr. Reynoups. The screening is done by the Bureau of the Budget. 
It is a very careful screening and they always see that a transfer of 
funds is accomplished when there is a transfer of functions. 

Mr. Davis. That clears that up satisfactorily. 

I have just one more brief question. 

There was a statement made here earlier about some of these normal 
agencies of the Government giving up some of their functions. I won- 
dered if there had been any offer made to you by any of the agencies 
of the Government in recent weeks to give up any space that you 
might use for defense purposes. 

Mr. Reynoups. Well, generally speaking, it is pretty much a one- 
way street. That is, we have to go after them. 

But after all, that is our job, too, even though we become unpopular 
at times in carrying it out. 

We have had, I think, excellent cooperation from the departments. 
We have gone in and made surveys to see that they were using their 
space properly, and so on. 
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Mr. Davis. There has not been any defense space volunteered, 
though ? 

Mr. Reynotps. Not as yet. Not enough, that is, to make an im- 
pression upon my memory. 

Mr. Davis. That is all, thank you. 

The Charman. Thank you, Mr. Larson. 

Mr. Larson. Thank you, Mr. Chairman, and gentlemen of the 
committee. 





Fripay, Marcu 16, 1951. 
FEDERAL CIVIL DEFENSE ADMINISTRATION 
WITNESSES 


MILLARD CALDWELL, ADMINISTRATOR 

JAMES J. WADSWORTH, ACTING DEPUTY ADMINISTRATOR 

CLEM J. RANDAU, EXECUTIVE DIRECTOR 

SAMUEL H. SABIN, GENERAL COUNSEL 

DR. DWAYNE ORTON, ASSISTANT ADMINISTRATOR, TRAINING AND 
EDUCATION OFFICE 

WILLIAM A. GILL, ASSISTANT ADMINISTRATOR, MANAGEMENT 
OFFICE 

GERALD R. GALLAGHER, DEPUTY ASSISTANT ADMINISTRATOR, 
TECHNICAL SERVICES OFFICE 

JAMES T. MARTIN, DEPUTY ASSISTANT ADMINISTRATOR, OPERA- 
TIONAL SERVICES OFFICE 

NORVIN C. KIEFER, DIRECTOR, HEALTH AND SPECIAL WEAPONS 
DEFENSE DIVISION 

PATRICK H. BUVENS, DIRECTOR, BUDGET AND FISCAL DIVISION 

MAXWELL B. THOMPSON, BUDGET OFFICER 


Mr. Cannon. Governor Caldwell, you are serving as Administrator 
of the Federal Civil Defense Administration? 

Mr. Catpwett. Yes, sir. 

Mr. Cannon. Will you give us briefly a résumé of the purport and 
intent of the Federal Civil Defense Act of 1950, as to just what it 
requires of you? 

Mr. Catpwe.t. I have a general statement here, Mr. Chairman, 
which is very short. 


GENERAL STATEMENT 


Mr. Cannon. You may let us have the statement at this time. 

Mr. Catowei. The Federal Civil Defense Act of 1950 provides a 
plan of civil defense for the protection of life and property in the 
United States in event of an attack. The “Declaration of Policy” 
embodied within the law states that— 

The Federal Government shall provide necessary coordination and guidance; 
shall be responsible for the operations of the Federal Civil Defense Administra- 
tion as set forth in this Act; and shall provide necessary assistance as hereinafter 
authorized. 





The magnitude of the job of protecting the life and property of some 
160,000,000 people is apparent, and Congress by this act, has placed 
this obligation on itself and the Federal Civil Defense Administration. 
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The role of civil defense is to prepare the civil population so that it 
can endure and resist all forms of hostile attack without confusion and 
loss of morale, and carry on the industrial war effort of the Nation 
without serious impairment. If these objectives are obtained, no 
opponent can win a decisive victory by a direct assault against the 
civilian population alone. On the other hand, if civil defense fails, 
the chances for the Nation to survive a full-scale assault is doubtful. 

The estimates being considered at this time provide for the imple- 
mentation of the civil-defense plans and are designed to allow the 
Federal Government to initiate a Federal stockpiling program for 
those materials and supplies which would be required in a postattack 
period. They will also allow a modest beginning for the procurement 
of organizational type equipment that will be placed in the hands of 
the local civil-defense teams. Funds are included for the operation 
of a Civil Defense Staff College and one technical training school. 

The estimates do not provide for total programs but are designed to 
provide the initial Federal funds required for civil defense purposes. 
As plans develop, additional requests will be made for funds. 

I believe the only safe course which may be followed at this time 
is to see that all possible steps are taken immediately to prepare for 
an attack, and to see that the civil population will be adequately pro- 
tected. It is the mission of civil defense to lessen the effects of an 
attack by every available means in order to prevent the loss of life and 
limb, limit the destruction of property, particularly to establishments 
vital to national defense, forestall hysteria and panic, and above all 
maintain public morale. 

The last war effectively demonstrated that war has ceased to be 
the sole concern of the military. The advent of the air weapon has 
made the civilian the real target. The power to maintain an offense 
today rests upon the civil population that operates the intricate pro- 
duction system which feeds the military, and mans the factories which 
supply them with munitions. Destroy that home-front machinery and 
the war may easily be lost with an undefeated Army and Air Force 
in the field and an unbeaten Navy cruising the sea. It is increasingly 
clear that the ability of a country to withstand a modern attack may, 
in the final analysis, depend upon a well organized and determined 
civil defense. 

The major drawback today is the lack of adequate funds to get the 
program started. Under the conditions we face there is absolutely 
no time to lose in launching civil-defense operations. 

T can tell you again that we have no time to lose. 

Now, Mr. Chairman, let me go off the record for a moment. 
Mr. Cannon. Off the record. 

(Discussion off the record.) 


AIR-RAID SHELTERS 


Mr. Cannon. Perhaps that ought to go on the record. You have 
made a very comprehensive and informative statement. 

As you say, the advent of-military air power has brought in an 
entirely new problem, one which was not known before in a thousand 
years of history of warfare. Germany used to fight all of her wars 
outside of Germany, and although she was defeated in most of these 





wars, when her troops came back home everything was in place, 
her bridges were intact, and every railroad rail was in place, the 
shingles on the roof were undisturbed, and she could start all over 
again, but with this new method of warfare through the air, Germany 
today, as most of us have had the opportunity to observe, is completely 
wrecked, and the prospect is that in case of an all-out war we would 
be subject to the same dangers on this side. 

I believe General Vandenberg, head of our Air Force, testified that 
in the event of an all-out war, notwithstanding the fact that we had 
a complete radar screen around the United States, and every provi- 
sion had been made for interceptors, in spite of everything that we 
could do, at least 70 percent of the hostile planes would come through, 
which means that they would hit all of our large centers of popula- 
tion, production, and strategic importance. 

Now, Governor, we have had a number of laboratories from which 
we could draw lessons about this matter. England had a very com- 
prehensive air-raid-shelter system which was tried, and I suppose 
the first one to be perfected and brought down to date. 

We had a system of civil defense in the last war ourselves here in 
the United States. Fortunately it was never necessary to try it or 
to test it out. Several of our major cities, such as bike cag 
Seattle, and New York, now have their own system of civil defense. 

Mr. CaLpweE.t. Yes, sir. 


CIVIL-DEFENSE SYSTEMS 


Mr. Cannon. Have you had an opportunity to inspect and to utilize 
any ideas that these various civil-defense systems afforded ¢ 

Mr. Caupwetu. Yes, sir. We have made a very careful study of 
the British civil defense, and have learned a great deal from it. On 
the whole, our civil defense is patterned after the English. 

The cities of this country took the thinking that has been done on 
this subject, both under the Hopley regime and later by the NSRB. 
Based upon those reports, they have set up patterns for civil defense 
which are reasonably sound. 

We have just observed a 3-day dry run at Philadelphia which 
wound up Wednesday, and in which much was learned. About 26 
States and fifty-odd cities had observers there, and a great deal 
of good came out of it. The interest is keen in critical-target areas. 
They are doing what they can. However, they look to us for guid- 
ance and we are not providing it as rapidly as we would like. 

Mr. Cannon. I am a little surprised to hear your appraisal of the 
interest taken. I had taken for granted that one of the chief obstacles 
in your work was the lack of realization upon a great part of the 
public of the danger that would follow the declaration of war. In 
America it has never happened, and we do not believe it could happen, 
and the average citizen does not seem to be greatly concerned about it. 

Mr. Catpwe.t. That is right, the average citizen is not, but the 
people who have responsibility in the States and cities do have an 
appreciation of what is likely to happen. 

Mr. Cannon. That is very encouraging. 

Mr. Catpwe t. It is difficult to get that interest down below the city 


official level but we can do it if we devise sound and sensible plans. 














589 


Mr. Cannon. You say that certain cities and certain States have 
already initiated activity in this respect ? 

Mr. Catpwe.. Yes, sir. 

Mr. Cannon. How many States? 

Mr. Catpwet. In fact, every State has appointed a civil defense 
director, and nearly every State has legislation enacted or in process 
together with appropriations to set up a civil defense organization, 
and many of the States have provided funds for matching purposes on 
organizational equipment. 

Mr. Cannon. How many States have made appropriation for this 
purpose ¢ 

Mr. Wapsworrn. We can give you all of those details, Mr. Chair- 
man. 

Mr. Cannon. You may include those in the‘record. 

(The matter referred to is as follows:) 

As of today, 20 States have already appropriated funds for civil defense, and 
20 more have appropriation bills pending. Four States have thus far refused to 
appropriate by positive action, and in the remaining four, action has been forecast 
but no legislation has been introduced. Hawaii, Alaska, and the Virgin Islands 
have bills pending or about to be introduced. 


Mr. Cannon. Now, as you very well say, this work is on a State 
level. 

Mr. Cautpwetu. Yes, sir. 

Mr. Cannon. The authorization contemplates cooperation with the 
States by the Federal Government, and by the States with the Federal 
Government. 

Mr. Catpwe.u. Yes, sir. 


REQUESTS FOR COOPERATION 


Mr. Cannon. What requests have you had up to this time from 
States for cooperation in this work ? 

Mr. Catpwe tu. In the first place to show and tell them how to 
organize, and this we are able to do pretty well. Next they want to 
know what it is that they can look forward to sharing with the Federal 
Government in the way of organizational equipment. They want to 
know what we can do for them in the way of shelter programs. 

There was much thinking over the country until the last few months 
that deep community shelters would be the only means of protecting 
large segments of the population. The Federal Government, the 
governors of the States, and many responsible people have given a 
great deal of thought to it, and all of us have concluded that any large 
deep community-shelter program is not feasible for a number of 
reasons. In the first place, we will probably not be able to give ade- 
quate warning to all the people who could get in such shelters. In 
the second place, it will take too long to construct them. In the third 
place, they will use too much in the way of labor and critical materials, 
steel, and concrete. Therefore, new emphasis must be put on making 
the most out of whatever we have wherever we find it, identifying 
those places that are relatively safe such as the basements of rein- 
forced concrete buildings, and then identifying those places which 
‘an be made fairly safe by shoring up. They are available now. We 
‘annot wait for the deep-shelter program. 
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Mr. Cannon. I am glad to hear you speak so specifically on that 
phase of it because the minute this act was passed and the general 
impression spread over the country that vast sums of money were 
going to be appropriated by the United States for the construction of 
deep shelters, nearly every community of importance in every congres- 
sional district in the country rushed in here or telegraphed or tele- 
phoned, and, when you analyze the requests, the desire was not so 
much to secure a deep shelter as to secure free funds to utilize them 
for purposes which would be of individual or local advantage to the 
community. 

For example, all of them thought, or a great many thought, here 
is a chance to solve our parking problem; we will just get these big 
shelters in and use them as parking space to help get the automobiles 
off the street and solve our big traflic problems. Every Congressman 
has had a world of applications of that sort and I suggest that your 
statement on this have the widest publicity because it will relieve that 
pressure here in the House from communities which expect to have 
a large amount of free funds which can be used to some local advantage. 


COOPERATION 


Mr. Cannon. What assurances have you had as to cooperation ¢ 

Mr. Catpwe tv. I should say fairly good assurance. 

nm . . . ° be = » ‘ ° 

There is dissatisfaction on the part of the States with the so-called 
matching-fund formula. For instance, New York City says that the 
defense of New York City is a national problem, not a New York City 
problem. 

Mr. Cannon. Would not that be true of any city which had large 
manufacturing plants devoted to the production of munitions ¢ 

Mr. Caupwe... Yes, sir. I think the same thing can be said of 
every major city in which defense production is a factor, but our reply 
has been that we would take our policy from the Congress. Congress 
has said that participation is on a matching basis, and until Congress 
moves otherwise we must stand on the policy as made. 

ry bed e . . 

The cities have asked if I will recommend to the Congress a change 
in the formula, but that I have declined to do. 


MATCHING OF FUNDS BY FEDERAL AND STATE GOVERNMENTS 


Mr. Cannon. By a matching basis on what ratio? Do you mean 
50-50, or 60-40 4 

Mr. Cavpwewt. It is 50-50 on shelters and organizational equip- 
ment. The cities havea tough load when they veel additions’ fire and 
organizational equipment generally plus the shelter program. Those 
things will cost tremendous sums of money. It is estimated that it 
will cost Philadelphia about $9,000,000 to do a reasonably good job. 

Mr. Cannon. Then in such an event the city would contribute 
$4,500,000, and the Federal Government $4,500,000? Or would the 
State contribute $9,000,000 and the Federal Government $9,000,000 ¢ 

Mr. Catpwe.t. I think that is $9,000,000 over-all, with some lesser 
part of it to be matched by the Federal Government. The cities and 
the States have to pay for their own administrative personnel. 
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Mr. Cannon. Costs of administration are not paid out of matching 
funds? 

Mr. Catpweti. No; those are State funds or city funds. The Fed- 
eral Government contributes no part of that. 

Mr. Cannon. What do you estimate to be the Government’s match- 
ing against the prior estimate? I know you have devoted a great deal 
of time to an estimate, as to what would be the total over-all cost of 
the Federal Government when this plan matures and is invoked by 
every State in the Union and the larger municipalities. 

Mr. CaLpwe.. It is difficult to estimate that cost. It is barely pos- 
sible that the criticality of some area will make it imperative that we 
dig a hole in the ground. I do not know. It is not yet possible for us 
to say what it will cost to shore up any given building. There are 
two steps; first, to locate those buildings, and second, to shore them up. 
We have no basis for firm figures on that yet. As long as the local 
Government must match the money the requests reviewed will be less 
than if the Federal Government were contributing it all. 

Mr. Cannon. Unquestionably that was a very wise provision but 
what do you estimate would be the total cost to the Federal Govern- 
ment of its share? 

Mr. Catpwe.u. Let me talk off the record right here. 

(Discussion off the record.) 

Mr. Cannon. What would you say about that estimate? 

Mr. Catpwetu. That is the estimate which appears on page 19 of 
the report on the Civil Defense Act? 

Mr. Cannon. There was an estimate which was compiled by rep- 
resentatives of the Government who appeared before the Armed 
Services Committee of the House. 

Mr. Catpwett. Yes, sir. I should think that estimate is not too 
far wrong. I should point out, however, that we will transfer con- 
siderable of the emphasis which was then placed on deep shelters to 
what we may call surface shelters, the shoring up of basements and 
buildings generally to take the principal part of that load. 

Mr. Cannon. I want to call your attention to that in view of your 
recent statement, that it is evident that there has been considerable 
revision in plans and estimates since this evidence was submitted to 
the Armed Services Committee because the great bulk of the Federal 
expenditure at that time was to be invested in shélters. 

Mr. Catpwetu. Yes, sir; and it still is. 

Mr. Cannon. Now with a complete change of plans, the amount 
of money to be expended for shelters is to be a negligible part of what 
you now estimate to be the total cost. 

Mr. Caupwett. I cannot give you an intelligent answer to that 
question because we will emphasize now far more the shoring up 
of existing buildings than we were thinking then. Instead of digging 
a hole in the ground and pouring it full of concrete we are now going 
to try to bring the existing buildings up to a standard. This we 
understand is almost equally expensive. 

Mr. Cannon. In other words, then, the estimate which was sub- 
mitted to the Military Affairs Committee a year ago is now completely 
obsolete. 
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Mr. Cautpwe... I should say that though the basis may be obsolete, 
I would not like to leave any great hope that the amount will be less 
than that now. 

Mr. Cannon. If it were not, then it would be expended for a dif- 
ferent purpose ? 

Mr. Catpwe.t. Yes, sir. Let me say that it has been roughly esti- 
mated that $3,000,000,000 would probably protect 1 percent of our 
people if it were put into deep community shelters, while to fully 
protect them all it would cost nearer to $300,000,000,000. It is a fan- 
tastic sort of a thing. There is not enough labor, steel, or concrete 
in the country to do it. 

So we think we had better emphasize this other type of shelter 
and devote more time to training the people in what to do and how to 
do it rather than digging holes in the ground. 

Mr. Cannon. In view of this general revision of plans and methods 
and estimates, just how far will the $128 million you are requesting 
for civil-defense operations carry you at this time? 

Mr. Catpweui. Let me ask Mr. Wadsworth, my Deputy Admin- 
istrator, who has been working with that very question, to answer 
that. 

Mr. Wapswortu. This is the beginning of the program. One hun- 
dred and nineteen million dollars of that $128 million is, in fact, a 
15-month type of appropriation, because it is not felt all of these 
funds could be obligated before July 1. This $128 million for op- 
erations, however, will not fill out the needs for fiseal years 1951-52. 
We will have to be back here in June with an additional appropriation 
request for the regular 1952 fiscal year. 

Mr. Cannon. The plan was that this would carry you through fiscal 
year 1952, but you now think it would be insufficient ? 

Mr. Wapswortu. No, sir; we have never thought it would be sufli- 
cient—the particular request in this report. 

Mr. Cannon. You say it is on a 15-month basis. That would be 3 
months 

Mr. Wapswortu. That would be 3 months of 1951, to July 1, and 
then the rest of the fiscal year 1952. But the only reason we asked for 
that $119,823,000 to remain open for part of the next fiscal year was 
that we were quite sure we could not place orders and obligate all of 
these funds by July 1, 1951. This is an initial start, and we will be 
up here later in the spring with our complete budget for fiscal year 
1952. 





OBLIGATIONS 


Mr. Cannon. How long will it be before this $128 million will be 
obligated ? 

Mr. Wapswortn. My own opinion is that the $128 million will be 
obligated before fall. 

Mr. Cannon. But not expended. When will it be expended ? 

Mr. Wapswortn. It would depend a good deal on the lead time for 
some of these items we have to place orders. For example, the lead 
time runs over a year on certain types of medical supplies. Most of 
this $128 million I think can be obligated before fall. 

Mr. Cannon. When would it be expended ? 

Mr. Wapswortu. It would be expended down through the rest of 
the fiscal year. 
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Mr. Cannon. How much would you require for the rest of the 
fiscal year, and would that be required for commitment or for actual 
expenditure ¢ 

fr. Wapsworrn. I believe for the rest of the fiscal year 1951 it 
would be largely for obligation except on short-term items. 

Mr. Cannon. But the character of apparatus you would buy would 
be such as to require some time to fabricate it and deliver it / 

Mr. Wapsworru. Some types will require a good deal of time; 
others can be delivered almost immediately. ' 


1952 FISCAL YEAR ESTIMATES 


Mr. Cannon. How much additional to the $128 million would be 
necessary to carry you entirely through fiscal year 1952? 

Mr. Wapsworrn. We do not know the exact answer to that, for the 
reason that we do not know how much the States are going to advance 
for their part of these expenditures. We hope to know a great deal 
more after the States have concluded their legislative sessions, which 
are now going on, and we will find out how much they have appro- 
priated for this purpose and will then be able to give you a better 
idea. We do not know today. 

Mr. Cannon. Up to this time, Governor Caldwell, to what extent 
have you been in touch with the State authorities of the various 
States of the Union on this program ? 

Mr. Catpweui. I have been in rather close touch with them. 

Mr. Cannon. With all of them? 

Mr. Catpwetui. Yes, sir. We have had all of the civil defense 
directors in; we have talked with them, and we have met with the 
governors. 

Mr. Cannon. Have you reached rather tentative agreements / 

Mr. Catpwe.u. It would be more accurate to say we have reached a 
tentative guess on it. The legislatures for the most part are now in 
session. Authority exists for some of these acc at but few 
actual appropriations have been made. It is not possible as yet to 
know what the States will do. 

Let me throw this out, too.. Money for equipment will be dis- 
tributed to the States on the basis of target areas. Therefore, if you 
have 500 pumpers, 50 percent of the cost of which the Federal Gov- 
ernment will contribute, distribution will be made to critical target 
areas of this country in accordance with the criticality of the area. 

Mr. Cannon. Have you made a study of this and have you had 
the advantage of the counsel and advice of the military authorities 
of the country in estimating just where the enemy attacks would 
converge, and what would be the target area most likely to be attacked ? 

Mr. Catpwetu. The military have consulted with us on the prepara- 
tion of maps on which the critical target areas are spotted, and those 
maps have been forwarded to the governors of the several States. 
Of course those maps do not show such things as atomic energy in- 
stallations. 

Mr. Cannon. In what sections are those targets principally located ‘ 

Mr. CaLpwet. It would be rather difficult to identify it except to 
say it is from the east to the west along the northern half of the 
country particularly. But, of course, it drops on down the east coast 
to such places as Washington, Baltimore, and Richmond. Atlanta, 
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Birmingham, and St. Louis, as examples, are critical target areas. 
Most of the Rocky Mountain areas are not too tough, but when you 
think of such places as Minneapolis, St. Paul, Chicago, Seattle, Port- 
land, San Francisco, Los Angeles, you get an idea of our responsi- 
bilities just out toward the West. 

Mr. Cannon. The presumption is that the attacks would come from 
the north, across the Korth Pole? 

Mr. Catpwe.i. Yes, sir; our presumption is that the attacks will 
come from the northwest to the northeast. 

Mr. Cannon. It necessarily follows, then, that the investment both 
by the States and by the Federal Government will be much heavier 
in such areas than in areas that will be less subject to attack? 

Mr. Catpwe.. Yes, sir; that is correct. 

Mr. THomas. You propose, then, to set up this program in those tar- 
get areas first, or do you expect to proceed generally ? 

Mr. Catpweti. We are proceeding generally throughout the coun- 
try, with greater emphasis on the highly critical areas. 

Mr. Cannon. I wonder if you could supply us with a list for the 
record of those critical target areas in the order of their importance. 

Mr. Caupwew.. This is classified information. 

Mr. Cannon. You do not think it would be advisable to do that at 
this time? 

Mr. Catpwe wt. I do not think so. 

(After discussion off the record :) 


STOCKPILING OF EQUIPMENT AND FACILITIES 


Mr. Cannon. Necessarily your work is in the nature of stockpiling; 
that is, it is accumulating the material and equipment and facilities 
which would be used in case they are needed 4 

Mr. CaLpwe tL. Stockpiling either wholly at Federal expense or on a 
matching basis. As an illustration, the Federal Government stock- 
piles, at Federal expense, medical supplies and certain other things. 
Such things as organizational equipment for the shelter program is 
on a matching basis. 

Mr. Cannon. Do you have control of the State funds which are used ? 
Do the States pay their share of these matched funds over to you 
and you expend them, or do you turn Federal funds over to the State 
authorities and the State authorities expend them ? 

Mr. Catpwe i. There is no fixed policy in the matter. It will work 
both ways. Take fire pumpers: We hope the States will come up 
quickly with lists of what they need and we can then get one order of a 
uniform product. 

Mr. Cannon. There will be supervision on your part in order to 
secure uniformity ¢ 

Mr. Caupwett. Yes, sir. We will only match expenditures where 
we have previously approved the specifications. 

Mr. Cannon. Really, then, the expenditure, in the final analysis, 
will be under your direction ? 

Mr. Catpwe.u. That is quite true. We will contribute toward a 
shelter if the shelter is constructed in accordance with approved 
specifications. 
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Mr. Cannon. What about storage facilities for both equipment and 
supplies, including essential drugs, medicines, bandages, aad so forth? 
Mr. CaLtpwE.u. Somewhere between 40 and 60 storage facilities will 
have to be provided ultimately. We are asking for 40. 

Mr. Wapswortu. We should have all of the 40 obligated by July 1. 

Mr. Catpwe.t. They will be outside the congested critical areas 
within comparatively short travel time of the areas. 

Mr. Cannon. You will not be able to use any existing facilities / 

Mr. Catpweti. The GSA is making a study, but I am afraid it will 
be difficult to find existing facilities. 

Mr. Cannon. What character of construction will be required ¢ 

Mr. Wapswortn. The construction would be of reinforced concrete, 
one-story buildings, generally with 10-foot headroom space so as to 
enable fast movement. We do feel we are going to be able to find a 
good deal of those, and there is nothing in this budget for construction 
of any warehouses. We may not be able to find them all, particularly 
those that might have to be refrigerated. 

(After discussion off the record :) 

Mr. Cannon. You have that under consideration / 

Mr. Catpwetu. Yes, sir. 


SYSTEM OF COMMUNICATION 


Mr. Cannon. You say that deep shelters are impractical due to 
the fact that the attack would come without sufficient warning to 
permit the people to take refuge in them. Your system of communi- 
‘ation, then, would be one of the most vital parts of your set-up. 
What arrangements have you been making as to that phase? 

Mr. Caupwetu. I think Mr. Wadsworth had better cover that. 

Mr. Wapsworru. It is No. 6 in your books, on page 15. The idea is 
not that we will have no warning but that in a good many cases there 
may not be sufficient advance warning to fill up a very large shelter 
where people will have to come from Mistesbis distances and where 
they would lack the time to get in some large underground shelter. 

We are providing a Nation-wide alerting system which works with 
the Air Defense Command and we are also providing a communica- 
tions and message-handling system wifh a staff in each of the air 
defense control centers. They will disseminate the warning as given 
to us by the Air Force. The staff is going to be there 24 hours a day, 
7 days a week. That is why we have to have a considerable number 
of people in this program. 

Then, in communications equipment, we have in the message han- 
dling branch not a very large sum at this moment. In the alerting 
branch we have such items as radio-controlled relays and transmitting 
devices, all of which are a small part of the program. We believe 
that we are asking for approximately 25 percent of what will be needed 
eventually. This is getting a start, getting the orders in, and getting 
the funds obligated as soon as the States and cities come in with their 
requirements. 

Mr. Cannon. All of that will be paid out of matched funds? 

Mr. Wapswortu. Yes, sir. 

Mr. Cannon. Will those communication installations be expensive, 
or will you largely utilize existing facilities? In brief, how much 
money do you propose to allocate to communications ? 
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Mr. Wavswortnu. Our original planning called for a total of some 
$32,000,000 of Federal funds for the entire communications depart- 
ment. 

Mr. Cannon. The expense, then, would be presumably $64,000,000 
of Federal funds and State funds? 

Mr. Wapsworrtn. At this time we are requesting $5,758,000 alto- 
gether here, but that includes some equipment that would not be con- 
trolled by the Federal system. 

Mr. Cannon. That would be a nonrecurring item once installed; 
it would not be necessary to go to that expense again ? 

Mr. Wapswortu. That is right. The personal services would be 
the only thing that would be recurrent. 


PERSONNEL 


Mr. Cannon. Would you require a large personnel for that pur- 
pose ? 

Mr. Wapsworrn. No, sir. We figure on 14 people in each of those 
air-defense control centers. 

Mr. Cannon. I note in your justifications you propose a total or- 
ganization of 800 here in the District of Columbia and 661 in the 
field. Is that your final estimate of your peak employment, or would 
you expect later to have to increase that number, or could you later 
on decrease that number? 

Mr. Wapswortn. Are you speaking of the total employment on the 
Federal level ? 

Mr. Cannon. Of your total organization, both here and in the 
field. 

Mr. Wapswortnu. No; that would not be the peak. 

Mr. Cannon. That would be what you have; you have 800 in Wash- 
ington and 661 in the field. That is 1,461 total. 

Mr. Wapswortn. That is up to July 1. 

Mr. Cannon. And you would not require any more through 1952? 

Mr. Wapswortn. Yes, sir. We believe there would be some more 
needed. This is the July 1 figure. 

Mr. Cannon. How many do you have on your rolls at the present 
time? 

Mr. Wapsworru. Three hundred and seventy-two people are now 
on the payroll. 

Mr. Cannon. How soon do you expect to complete these 1,461? 

Mr. Wapsworrn. There are 244 names in process, making a total 
of 616 obligated for. 

Mr. Cannon. How many of those positions are in grade 13 or above 
grade 13? 

Mr. Wapswortn. That is not broken down by grades. We can 
furnish that for the record. 

Mr. Cannon. If you will. 

(The information requested is as follows :) 


On-board employees for grades GS-13 and above, Mar, 16, 1951 


RMIT TiN 5 Ree nee en ie pry S stot aera 29 
| EE ES PPT ON be Reed SOME SAPP ETS 2 MOET 29 
SEE ree oes Sibabhienintsios CT pp se eee’, OF 


1 Persons to be appointed to these grades are presently employed under personal services 
contract. 
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Mr. CaLpwet. Let me say we will require a fairly large percentage 
of high grades. The type of work we are doing c nals for people who 
know how to do specific things. 

Mr. Cannon. How do you expect to recruit your staff? Will you. 
consult with State authorities; will it be done in collaboration with 
your State administrations, or will you yourself make all selections? 

Mr. CALpWELL. We will provide the job descriptions and retain con- 
trol of the personnel. 

Mr. Cannon. Both in the field and in Washington ? 

Mr. Catpwe tt. In the field and here. 

(After discussion off the record. ) 

Mr. Cannon. You are making every endeavor to get high-caliber 
men ¢ 

Mr. Catpwe... We are getting them. We will not fill those places 
until we can get them. It isa tough problem. We borrowed the head 
of our Education and Training Division from one of the industries. 
They lend him to us and pay his salary. There are several such 
instances. 

Mr. Cannon. To what extent do you call on the Civil Service Com- 
mission to help you? 

Mr. Catpwety. None, except in the lower brackets. The Civil 
Service Commission cannot help us with the top people we must 
have. 

Mr. Cannon. But the lower brackets are civil-service people? 

Mr. Catpwe.t. Yes, sir. 

(After discussion off the record.) 

Mr. Cannon. Are you proposing now, in your effort to take care 
of the population in Ar at cities, the establishment of camps for 
the evacuation of children, such as has been suggested in some of 
the European countries?’ For example, a vast number of children 
were brought over here from England and France during the danger 
period over there and distributed throughout the country to people 
who took them in and kept them in their own families. 

Mr. Catpweti. No, Mr. Chairman; we are making no such plans 
to take care of those people at Federal expense. We are making plans 
to register the people and to know what we can do if we have to do 
it. We will have in reserve supplies so that if people have to be 
moved out of a stricken area, cots, blankets, and food can be moved 
in. For instance, we are thinking of blankets which one of the De- 
partments has, spotting them to be moved wherever they are needed. 
We are trying to find out what can be done if we have to do it. 


PLANS IN EVENT OF CATASTROPHE 


Mr. Cannon. Are you formulating tentative plans to be used in the 
event of catastrophe in individual cities and localities ? 

Mr. Catpwe.i. Yes, sir. Such plans are in the making. If we have 
some advance tactical warning we plan to get the children, the old, and 
the sick out of danger areas on a volunteer movement basis. But all 
that will be in the planning stage for a while yet. 

Mr. Cannon. How far along are vou with that character of plans, 
leaving out your equipment and stockpiling? 
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Mr. WapsworrH. We have asked every State, through the State 
directors of civil defense, to make a survey or the possible reception 
areas, the billeting possibilities outside of the target cities. We do not 
feel we could or should build camps for all evacuees. We are asking 
the States to make available State parks and things of that sort. There 
are a great many of those not too far from cities. Then we are asking 
the cities, after they get their warden and welfare services set up, to 
make their own evaluation of people that could be moved, given 
enough advance warning. We are in the process of giving them the 
blueprint for it, just telling them what to do. 

Mr. Cannon. You ex spect them to a certain extent to formulate their 
own plans? 

Mr. Wapswortn. That is correct. 

Mr. Cannon. And that is in process of development ? 

Mr. Wapsworrn. Yes, sir. 

Mr. Cannon. One of the great problems in the bombed European 
cities was the terrified hordes of men, women, and children carrying 
some household goods with them congesting the highways to such an 
extent that the rescue squads could not get through and troops could 
not move. What steps have you taken to keep the highways open in 
the event of catastrophe? 

Mr. Wavsworrtn. That, too, will be mostly under local jurisdiction. 
We have pointed out to all localities through the State people that 
they will have to have a very rigid system of traffic control—one-way 
streets for civil-defense workers coming into the attacked area and one- 
way streets for evacuees moving out. New York State, I understand, 
is already putting up signs about the closing of certain highways for 
civil-defense purposes. But, most of all, we are attempting through 
an educational program to get people away from the idea that they 
should immediately take to ‘the hills the minute something happens 
to their city. They will be just as safe—even safer—if they are unhurt 
after the blast, by staying where they are rather than going out on 
the highways and to places where they cannot be taken care of. 

Mr. Catpweti. The only way we can get those people to exercise 
reasonably good judgment in the event of an attack is to have them 
go through some period of training as a part of the civil-defense 
organization. 

Mr. Cannon. That would be a rather massive process. 

Mr. Catpwe tw. It will be the biggest job of training ever under- 

taken. 


TRAINING OF AMERICAN CITIZENS 


Mr. Cannon. Are you going to take every American citizen and 
train him individually? 

Mr. Catpweti. You won’t have to train every one. In New York 
City, if you train one out of every seven. 

Mr. Cannon. To run it? 

Mr. Catpwett. To run it, then there will be enough people in every 
household to say “Wait just a minute,” when the panic starts. They 
must be warned to stay put and not clog up the streets and highways. 

Mr. Cannon. There has been some impression in Washington ‘that 
the city of Washington was being taken as a model and, after experi- 
menting with various methods of handling such situations, Wash- 
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ington’s experience and Washington’s plans would be advertised to 
the rest of the country as the ideal routine that should be followed 
in all American cities if attacked. To what extent is that true? Has 
Washington been singled out for any special instruction ? 

Mr. CatpwE.L. No, sir; it has not. Washington is making progress 
as other cities are making progress. There never is a divided authority. 
The Civil Defense organization has nothing to do with the Federal 
aspects; we have a city and a Federal organization working side by 
side here. . 

Mr. Cannon. You spoke of the staff colleges. How many would 
there be? 

Mr. CaLpwe.L. One staff college. 

Mr. Cannon. In the entire country ? 

Mr. Catpwetx. And three technical training schools. 

Mr. Cannon. Where would they be located ? 

Mr. Catpwett. The staff college and one technical training school 
would be 2014 miles from the zero mile post. 

Mr. Cannon. And the other two technical schools would be where ? 

Mr. Catpwe.u. One technical school would be somewhere in the 
Midwest and the other somewhere on the west coast. 

Mr. Cannon. Who would be assigned to such schools for training ? 

Mr. CatpwetL, At the staff college we would have the State and city 
civil defense directors plus some military and other Federal people 
from the various agencies. 

Mr. Cannon. Only the principal directors ? 

Mtr. Catpweti. Only the principal or top-level people in the staff 
college. In the technical training schools there will be the people 
who, after training, will go back to the cities and States and train the 
civil population. 

Mr. Cannon. Then these are merely centers of training for a 
character of training which would be expected to spread to all States ? 

Mr. Caupweuu. Yes, sir. We will train the trainers, and that is 
about all we can do in the technical training schools. 

Mr. Cannon. And these mobile columns would be available only 
at the training schools and at the staff college, or would they be 
distributed throughout the country ? 

Mr. Catpweti. Well, we plan one mobile column for each of the 
three technical training schools. That will be for two purposes— 
first, for training purposes and as a model upon which the States can 
build their own mobile columns, and second, that we can move quickly 
to any catastrophe for rescue work. There will be three units used 
as models and maintained to move quickly into any area that is 
attacked. 

Mr. Cannon. They will be mobilized ? 

Mr. Catpweti. They will be mobilized, and the trucks will be 
equipped. I think some 120 different items go in those trucks, such 
as picks, shovels, ropes, and so on. 

Mr. Cannon. They will be equipped to meet any emergency in 
any character of disaster ? 

Mr. CaLpweu. Yes, sir. 

Mr. Cannon. You say you plan to startin April. Just what activ- 
ities will begin in April? 
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Mr. Catpweu. In April we will have all of the State civil defense 
directors in the country plus, in all probability, our regional heads, 
plus some people from the military—a total of not more than 70 
people, I should say, will come here in April to get only 1 weeks’ 
training. They will be told certain basic facts and put through about 
12 hours a day of intensive training. In addition to that, several 
governors will stand by for a part of that time and get some of the 
background. That will be the first one. 

There will be courses in the staff college going from 1 week, per- 
haps, up to no more than 3. It is there that this problem of work- 
ing out the defense organization will be taken up. They will be 
told what kind of catastrophes they may be expected to cope with; 
they will be told about fire-storms, the medical problems, and the wel- 
fare problems; they will discuss the over-all principle of evacuation 
and be told how to develop a plan of evacuation quickly and effec- 
tively if it becomes necessary. 

Then at the technical training schools they will get training in the 
actual practical aspects of the thing—how to go in under a building 
of a given type and get a victim out without killing him, how to put 
out a fire, and how to monitor.a stricken area for -adiological activity, 
and so forth. There they will get the actual training under practical 
conditions. 

Mr. Cannon. Will they be expected to cooperate with the military 
forces or will they act independently ¢ 

Mr. Catpwetn. They will be independent of the military forces. 

Mr. Cannon. And when the training is completed, they will be in a 
position to meet just such a situation as followed the explosion of the 
bomb at Hiroshima ? 

Mr. Catpweti. Yes. For the civil defense activities there will be 
a period of training for groups, for fire fighting, handling of equip- 
ment, police, who must be trained to move into the line and take over. 

Mr. Cannon. And they will be in position to shift equipment and 
personnel promptly from the city to a neighborhood area ? 

Mr. Caupwe... Yes. 

Mr. Cannon. Mr. Thomas. 

Mr. Tuomas. I think, Mr. Chairman, you and the Governor have 
covered the situation fairly well. 

Mr. Wuirren. Governor, I have heard many fine statements with 
regard to your selection for this place, and I go along with all of them. 
I, too, take some pride in the fact that you have been selected, and 
particularly that is true after listening to your presentation, and 
perhaps I am audacious in even suggesting some questions to you after 
you have given so much time and attention to them. 

But in thinking of this real major problem I notice that you point 
out that there is no way to make certain that we can have civil defense 
today as we would like to have it, and I believe that you estimated 
that it would cost $300 billion to do so. 

Mr. Catpweti. Yes: in that neighborhood. 

Mr. Wuirren. So there are many things you have got to take into 
consideration that are practical and probable, and things of that sort, 
compared with the capacity of being able to do them. 

Mr. Catpwetu. That is true. 








Sd 


] 





601 


STOCKPILING AND WAREHOUSING 


Mr. Wuirren. There is one thing that I know has been talked about 
before, but that is the question of the so-called stockpiling and ware- 
housing and this mobile column. To do this thing up brown, if I may 
use a down-to-earth expression, I am wondering if some consideration 
might be given to the possibility of that being handled by having at 
your fingertips what is in the various sections of the country. 

As I recall, this Civil Defense Act provides for the Government tak- 
ing over anything that is needed for civil defense at the time it is 
needed. Now, as to medical supplies, certainly we do not have too 
many. Would it not be babter ty srs them stored in the active medical 
supply depots of the military than in a new organization maybe for 
2 or 3 years waiting for something to happen / 

Also about fire trucks, is it not better to have those who are actually 
running them available, with the trucks available than to have some- 
one come out and find a dead battery ¢ 

I am wondering if it would not be less expensive and if a better job 
could not be done if these mobile columns that are suggested, instead 
of being your separately owned set-up, to use what is already in 
existence / 

For instance, this country has got more medical supplies than any 
other country in the world. There is no city you can name that does 
not have a lot of drugs stored up if they could be made available at the 
proper time and place. 

Now I just raise the question. I do not attempt to say that the 
thinking is correct. 

Mr. Catpwetx. As a matter of fact, Mr. Whitten, there are not 
enough medical supplies in the whole country to take care of even a 
small part of a major disaster. 

Mr. Wuirren. How about the wholesale drug houses / 

Mr. Catpwe.ti. The wholesale drug houses are in the main in the 
congested areas, which would mean they would be about the first 
to go. 

Mr. Wuirren. That might be true in any given city, but there is no 
city in this country that is not reasonably within the confines of some 
other city, and certainly from the practical standpoint, it seems to me, 
that supplies would be reasonably close. And, if we assume that there 
is going to be a strike, it is going to gradually come on and build up. 
As I see it, the first strike is going to be small and will gradually get 
larger and larger. 

Mr. Catpwetu. I do not know whether you are right. There is some 
pretty responsible thinking which says that if we are hit, a number 
of major targets will be hit at the same time. That appeals to me as 
being logical. If I were on the other side of the fence and wanted to 
paralyze this country I should pick out some 15 or 20 major targets 
und make the attack on them. 

Let me make this clear, that wherever we can find facilities, equip- 
ment, and material, you can depend upon it that we are not going to 
duplicate any of those items. 

Mr. Wuirren. I just noticed warehouses, trailers, and trucking 
facilities and fire-fighting equipment: There is not a city that I know 
of that is not close to another city which has all of this stuff. I am 
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not only just thinking about this saving of money by making use of 
such equipment but I am wondering, for the things that you can 
put your finger on in many areas where it would be available to you, 
if that is not the simpler set-up than having it in a warehouse some- 
place which the Government had leased ? 

Mr. Catpwett. I would like to point this out, that in the buying, 
insofar as the specifications will admit, we will buy with the Army, 
Navy, and Air Force, and use the same things, things that we can 
buy and keep the stock moving and rotating in a way that will not 
mean any waste. I do not know how much risk we should take. 

Mr. Wuirren. No one does, and I am just raising the questions. 
I am not presuming to have the answers to them. 

Mr. Catpweti. I think we will be terribly short of hospitals, 
because there will not be enough hospitals in many areas—— 

Mr. Wuirren. And they are crowded now ? 

Mr. Catpweti. How much risk we can take is a problem to be 
determined. It seems to be the best thinking, backed up by England’s 
experience, that the things which we will need for a disaster are not 
too many, but they should be where we can make them immediately 
available. 

Many medical supplies are in very short supply today. We have 
the problem of blood plasma. There is not enough blood plasma at 
all in this country today to take care of any reasonable part of a 
disaster’s needs, if we should have one city attacked, not ten, but one. 

Furthermore, I do not think we will get whole blood. We must 
also provide the substitute, which has been developed to the point 
where it can be held over year after year without impairment. It is 
fairly cheap; it will not do the job in every case, but it could do the 
job of bringing the man to and enable him to get to a hospital. But 
it must be available quickly. 

Mr. Wuirren. One of the problems, however, in things that are 
short is that the Army wants to have some complete stockpile, the 
Navy wants to have some complete stockpile, and the Air Force, and 
if the civil-defense requirements are going to be made adequate, it 
seéms to me there should be some common depot. Of course, all of 
those elements enter into it. 

Mr. Catpwett. That is very true. Of course, the having of a 
common supply, using a common depot with the Defense Depart- 
ment, might mean that civil defense would come out the short end of 
the horn under certain conditions. 

Mr. Wuirren. That might be true. However, if they know where 
your depot is, I am not so sure that you would not come out the 
same way. 

Now the other question which I would like to ask concerns a matter 
of policy: Is your job to follow the course of events, and set up your 
program in line with the reasonable probability, as a new organiza- 
tion, for just carrying out the civil-defense needs for an all-out war, 
or are you going down the road for civil defense until such time as 
you think it can be cut off shortly, in which case you are just doing the 
things which presently look like they must be done, and then slow 
down in the event things begin to look a little better, and then speed 
up if they appear to be getting a little worse ? 

Mr. Catpwett. I should say that we are moving as rapidly as we 
can move with due regard for sound judgment, and that we will con- 
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tinue to do so until we have reached the point of registration and 
training for a large part of the people of this country. 

We may as vat face the fact that as long as there is a Russia or a 
Russian counterpart, civil defense is here to stay, and it is for that 
reason that I am especially anxious to set this thing up on a sound 
basis with capable people, to keep it as small as we can, and to avoid 
every semblance of duplication. I hope it is just not another bureau 
that will grow until it becomes an enormous thing involving tremen- 
dous expense. If we can help it, it will not become any such organi- 
zation. 

Mr. Wuirren. I have an opinion there is not too much any of us 
‘an do along that line. 


ENGLAND'S PROGRAM 


Mr. Taser. Governor, you spoke a while back of what England is 
doing and how they were doing along this line. 1 wonder if you can 
tell us in about 5 minutes the facts of the situation ? 

Mr. Catpweti. Well, sir, I was very agreeably surprised on my 
visit to find from the Home Secretary’s Office right on down to the 
smallest community, there is an organization. It is a skeleton organi- 
zation at this time but it is such that it can be expanded overnight. 

Mr. Taser. How much of a skeleton organization would you say 
existed ¢ 

Mr. Catpwe.u. The full-time personnel are there, around which the 
voluntary personnel can be assembled. 

Mr. Taser. That means about what ? 

Mr. Catpwe.u. I do not know what the number would be. It would 
be larger than we are contemplating here on a full-time basis, because 
England, is paying more people than we do. There is not so much 
voluntary work. ‘They do have all the people who worked during the 
last war to call upon as a part of civil defense when they need them. 

The one activity that is going forward, fully staffed, is their staff 
college, and the three technical training schools which have been in 
operation for some time. Those two things are moving forward 
with full complements of staff and facilities. 

Mr. Taner. With reference to the staff colleges what do they do? 

Mr. Catpwetu. Their staff college is similar to what we will have, 
bringing in the top people of civil defense from each region. They are 
giving the top military and top foreign office people the background 
knowledge of the problem. And they go into the theoretical study 
of civil defense, so that they are equipped to go to the regions, the 
countries, and the cities and talk with some effectiveness to the people 
there. 

With respect to the technical-training school, the practical aspects 
are stressed, such as the medical and welfare services, fire control and 
police control, all of those things at the operating level. I might add, 
as an interesting side light, that I found, in spite of the general aus- 
terity program in England, the four schools are housed in magnificent 
homes with landscaping, lounges, and bars. I got a surprise how- 
ever, but the reason seems to be that they are pulling in, as we will, 
trainees from business, retired Army people of general rank, and 
persons of substance. They think they must make the schools com- 
fortable and attractive in order to get them to take the training. 
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PROPOSED TRAINING PROGRAM 


Mr. Taser. Now, just what do you propose here? I would like 
to have an over-all picture of what you are proposing. 

Mr. Catpwett. For these schools, or generally ? 

Mr. Taner. Well, generally, but including that, too. 

Mr. Catpweti. Well, here we propose to set up, at the national 
level, people who know how to do these various things in the field. 
We borrowed from the Army Col. William L. Wilson, who will head 
the Medical Service Branch. He had training in Germany after 
this last war in this field. He has had considerable parallel training. 
It will be his job to bring into this civil defense picture all of private 
and public medicine wherever he finds it, and to get private medicine 
to take a leading part in the work. 

He must get the hospitals over the country to stockpile essential 
things that should be on hand; to determine upon alternative loca- 
tions, as if the main hospital is hit the personnel can move to the 
alternative location; to safeguard surplus surgical instruments and 
bandages and so on, so as to know they are available when needed. 

This will mean a job of developing interest, in securing and training 
more nurses and nurse’s aides. 

Also under Dr. Wilson will come the tremendous job of welfare 
activities; getting the citizens registered, and getting those who are 
nonessential to industry, such as the old and infirm, the young, the 
nonworking group, out of the congested danger area voluntarily and 
to handle the evacuation problem generally. 

In the technical-service group will be people who know about the 
business of controlling fires and training the people how to handle 
fire storms. 

Also in this group is the Police Division. They must handle the 
situation if something suddenly develops. Then there is the Warden 
Division. There must be those who know how to handle the warden 
elements of civil defense and who can organize it on a wide basis. 

We will have people who will know how to buy in enormous quanti- 
ties the medical stockpiles and the things that we will need for mass 
purposes, and who will know how to go about storing the available 
supplies. We will need those who know about the shelter program, 
who can advise the cities about what yardstick to use in determining 
whether a given shelter is good, bad, or indifferent. 

We will have to train these people in the staff college and in the 
technical schools. There are a number of other factors. It is an 
enormous proposition. We may be trying to do too big a job; but I 
think, on the basis that we are approaching it, we will be able to move 
along pretty well. 


STAFF AND TECHNICAL SCHOOLS 


Mr. Taner. Now, will you take up the staff colleges and the two 
technical schools 





Mr. Catpwei. Three technical schools. 

Mr. Taner. Three technical schools. One is to be in the Middle 
West, one in the far West, and one where? 

Mr. Caupwetn. One in the East. The staff school and one of the 
technical-training schools should be in one location. That is not the 
way the British do it, but we can save some money by doing it. 
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Mr. Taner. How big a personnel problem would be involved in the 
staff college ? 

Mr. Catpwetu. The staff college will probably call for—the exact 
figure I do not have before me. 

Mr. Taner. Where would they be? 

Mr. Wapsworrnu. The people for the staff college here would be a 
(lirector, a dean, and a small instructor staff. The details concern- 
ing the number of people in each of those schools can be given. We 
can get Dr. Orton to go into the details on that if you like. There 
would be, at the most, 50 to 70 students at the staff college. The num- 
ber of instructors at the staff college was originally estimated at six. 

Mr. CaLtpwe i. Six. 

Mr. Wapsworrn. We are counting on approximately 60 for the 
three schools. 

Mr. Taner. That is about how much 

Mr. Wapsworru. | beg your pardon. I have looked at the wrong 
note here. The 60 people embrace the staff at the staff college and at 
the first technical school. It does not include the other two schools 
that will be opened later. It does include housekeeping staff and 
would be the entire force used. 

Mr. Taser. That would mean 54 in the technical school ? 

Mr. Wapsworrn. It will not be divided exactly like that, Mr. Taber. 
We are going to board the students at this staff college. We have to 
have a housekeeping staff as well as the instructor staff, and they are 
not broken down that way in these figures. I would like to get Dr. 
Orton to discuss that, if you want to go into it in detail. 

Mr. Taner. Is it the intention that all of these details would be 
gone into later on or is it intended that we take them up now? 

Mr. Cannon. I think we might as well go through them at this 
time. 

Mr. Wapsworrn. Dr. Dwayne Orton, Assistant Administrator, 
Training and Education Office, can go into that. 

Mr. Taser. How many students would there be in each of these 
technical schools ? 

Mr. Wapswortn. The estimate is from 100 to 125 at each course in 
the technical schools. 

Mr. Taser. They would run how long? 

Mr. Wapswortru. The technical-school courses would vary in length 
of time. They would not be too long a term; the courses would take 
3 weeks or less. 

Mr. Tarver. How long would the college course be ? 

Mr. Wapsworru. The first course will be 1 week, or 5 days. 

The subsequent courses would be longer, depending upon the sub 
ject. They would be 3 weeks or less in length. 

Mr. Taser. Is it to be a continuing operation ¢ 

Mr. Wapsworrn. The staff college would operate with a 4-to-5-day 
recess between courses. They would not run regularly right or 
through. 

Mr. Taser. When the group first coming has finished, would you 
add additional studies at the oonkiee for another 3 weeks, or would they 
be there for a considerable period ? 

Mr. Wapswortu. No; they would finish what they came there for 
the training that they came there to take. 
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Mr. Taver. Would that be true in the 3 weeks, or would it be longer . 


than that? 

Mr. Wapswortn. That would take 3 weeks.or less. 

Mr. Taner. Then you would have another group coming in? 

Mr. Wapswortu. Yes. 

Mr. Taner. Would there be one group at a time there, or would there 
be more? 

Mr. Wapswortn. Dr. Dwayne Orton, Assistant Administrator, 
Training and Education Office, can go into the details on that with 
you, Mr. Chairman. 

Dr. Orton, we have already talked about the set-up of the schools, 
and Mr. Taber is now asking about whether the students are going to 

take more than one course, or the length of time the courses will take? 

Dr. Orron. The course at the staff ¢ college would vary in length with 
the different ty pes of programs being put on. 

Mr. Taner. Give us just a little picture of that ? 

Dr. Orron. The over-all indoctrination course for the State direc- 
tors of civil defense would be for 5 days, and then there would be a 
second course, which is planned on a 2-week basis to get in such people 
as the directors of public health, and that would be generally included, 
would be the same over-all top group, to spell out in greater detail the 
operation in cities and States and local community programs through 
the over-all directors. 

Mr. Taper. You figure that you would have to have the directors 
of all the States take : something in the nature of a course at this col- 
lege / 

Dr. Orton. Yes; that would be right. 

Mr. Taser. What is your background, Dr. Orton ? 

Dr. Orron. Engineering and then college teaching, and college ad- 
ministration. And then with some subsequent courses in industrial 
personnel and training directors in business management. 

Mr. Taner. Business management ? 

Mr. Catpweii. Would you ‘tell Mr. Taber how many industrial and 
business executives you trained last year, Dr. Orton? 

Dr. Orron. At the executive level, we had last year some 3,000 
executives alone who came in for a 1- and 2-week course in advanced 
work and in accounting statistics, and general aspects of management 
control and administrative course at the staff- college level. These 
people came from all over the country for special programs in this 
tield of industrial and public administration. 

Mr. Taner. How far down the line would you go with these people 
in the different States? Do you cover the directors and the people 
in charge of health progues! Perhaps to that you would add the 
fire program. Would you go into the technical groups? 

Dr. Orron. The management- control, personnel administrative- 
control problems beginning with staff control for the over-all directors 
in the staff schools. 

When you get to the training school, the people who come there are 
going to be the people who come in from the community, or those who 

take industrial training. Our job under the law is to train trainers. 

Mr. Taser. Does this mean that this would be a continuous, day- 
after-day operation, or is it something that is of a temporary char- 
acter and staff until the territory is covered ? 
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Dr. Orron. We have various informational basic training and con- 
tinuous programs with actual operation for 40 weeks in the year, with 
other work going on in other weeks of the year developing the pro- 
_ram of the staff college. These courses average 2 weeks. 

Mr. Taser. May I ask Governor Caldwell or Mr. Wadsworth this 
question, with respect to the items involved: Is this sheet you have 
just been telling us about No. 104 

Mr. Wapvsworrn. Yes; that is right. 

Mr. Taser. The green sheet I have here? 

Mr. Wapswortn. Yes, and on page 30 there is a program statement. 
There is a little more breakdown following that. 

Mr. Taper. These items are projected for perhaps 2 or 3 months, 
or something like, and this is broken down on pages 31 and 324 

Mr. Wavsworrn. Yes; that is right—3 months. 

Mr. Taser. That is what this estimate is supposed to cover. When 
would it start? 

Mr. Wapsworrn. It would start in April, the beginning of the new 
staff college, especially for training orientation of instructors. Is 
that correct / 

Dr. Orton. That is correct. 

Mr. Wapswortu. Before April 30. 

Mr. Taper. Then you would figure that it would be a permanent 
operation that would go on? 

Dr. Orron. Yes. 

Mr. Taper. Day to day over a period of years? 

Dr. Orton. Yes. 

Mr. WiceLteswortn. Why would it not reach the point where the 
States and local governments can take the job over at some reasonable 
time / 

Dr. Orron. The situation could reach the point where the States 
and local governments would continue their operation. On the other 
hand, there will be in this development it is felt a continuing need 
for the newer developments, touching the elements of security, so that 
there would be some uniformity throughout the States. 

Mr. Cautpweii. Mr. Wigglesworth, I asked the same question in 
England, because the thought you have expressed was running through 
my mind—why we would not run out of grist. And they say the 
reason is the most you can give is just an outline, and this thing in- 
volves continuous changes and developments which must be kept up 
to date, and things emphasized. So I can see from my observation 
some justification in it. I first thought it was not necessary to do 
this on a continuing basis. In England they say it is, and they con- 
tinue to grind them out, and then after a few months they bring them 
back and go over the thing again. I just have to say, that on the 
basis of their judgment, that I am willing to go along until it proves 
to be different. 

Mr. Wapswortu. We have also found a considerable turn-over in 
civil defense personnel at the State and local level, so that with new 
people taking charge of the operations at the State and local level they 
would have to come in for their training. 

Mr. Taser. Now these people who are expected to continue this thing 
are not being put on the payroll, and these people in the States, the 
State directors and the medical suppliers, and the supply operators 
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that will have to be set up, will be provided for by the States, as I 
understand. 

Mr. Wapswortnu. That is right. 

Mr. Taser. How big a set-up do you envision in the paid set-up of 
the State? 

Mr. Wapswortn. That of course would vary according to the size 
of the State and the number of critical target areas in the State. ‘Take 
the general average of administrative costs, it has been recommended 
that they use roughly 14 cents per capita. 

Mr. Taser. Fourteen cents ¢ 

Mr. WapsworrtH. For administrative funds, including salaries of 
administrators and executives and trainers. That, as you know, will 
vary for the different States. We can give you a typical example of 
administrative appropriations in the various States up to date, Cali- 
fornia, for ceeiaiiies for the administrative budget, $1,700,000, 

Take the smaller State of Arizona, it has $25,000 for administration. 

Mr. Caupwett. I understand that a good many volunteers will be 
fed in. The students that we plan on taking in will come at the ex- 
pense of the States or at the expense of the students, and I think it will 
be asking a little too much of the volunteers to pay for their own trans- 
portation and then pay the cost of their maintenance while they are 
here. So I have in mind that the States will take care of those items 
for the volunteers who come in 

Mr. Taper. But you expect to provide the training and the food / 

Mr. CaLpweELL. No, we do not; we will provide the training and liv- 
ing quarters. 

Mr. Taner. Living quarters / . 

Mr. Caupwe.t. Yes. But I am not sure that is ample. Great 
Britain is a little bit more liberal about that. At any rate, we are 
going to start first by providing the training and quarters. 

Mr. Wapsworrn. We will charge a weekly board rate as near cost 
as it can be computed. 





FIRE FIGHTING SERVICES 


Mr. Taser. Now, referring to these fire fighting services, let us 
take them beginning with No. 1, and go down the line, the total amount 
of which is $6,840,000. That is what? 

Mr. Wapswortnu. That is broken down on page 1 of the justifica- 
tions: 1,000 pumpers, 1,000 sets of equipment for pumpers, and 2,000 
feet of hose per pumper. That is matched State and Federal. 

Mr. Wiecieswortu. Is that for stockpiling? 

Mr. Wapswortn. No, sir; that would be in place. That is what 
we term organizational equipment which will not be stockpiled. 

Mr. Taser. In how many towns are these so-called critical areas? 

Mr. Wapswortru. Of the total number of critical areas a great many 
of the towns are not on the list you have before you, sir. 

Mr. Taner. But on the list of places these 1,000 pumpers and other 
equipment and supplies would go to how many towns? 

Mr. Wapsworrnu. These 1,000 pumpers will be located in two ways. 
In those States that are most critical and that provide their matching 
funds, it is almost on a first come, first served basis. Second, as the 
program develops we will get to other critical target areas as funds 
are made available. ‘This estimate is only for 20 percent of the total 
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program for pumpers. We will require roughly 5,000 of such pieces 
of equipment for the total program. Off the record. 

(Discussion off the record.) 

Mr. Taser. Will you put this memorandum in the record, or do you 
not want this in the record? 

Mr. Wapswortn. Which one? 

Mr. Taser. This one about the pumpers. 

Mr. Wapswortn. Yes, sir; everything in this book is for the record. 
Take whatever is necessary. 

(The matter referred to is as follows:) 


There are about 18,000 pieces of equipment in the places presently designated 
as critical target areas. It is proposed to acquire fire-fighting equipment for 
distribution on an actual need basis subject to the equal matching of funds 
by the States concerned. In this fashion it is possible to control distribution 
so that the wealthier States cannot have the major portion of equipment to 
be manufactured if the need for it is greater in another area. It is estimated 
that 5,000 pieces of fire-fighting equipment will ultimately be required to augment 
existing facilities. 

Firm estimates for total requirements are not possible at this time. This 
request is for 1,000 pieces of equipment, to be distributed in those areas where 
need is greatest, immediately upon the States making matching funds available 
for this purpose. 

Each piece of equipment is estimated to cost $10,000 for the basic fire truck 
and $900 for necessary equipment. This is slightly more than one-half of the 
current market price for the more elaborately decorated equipment usually 
purchased by municipalities. 





PO SE Oe el ae eee $10, 000, 000 
1,000 sets equipment for pumpers at $900__ Ee te EN NS Se 900, 000 
2,000 feet hose, 24-inch standard per pumper, at $1. 39 per foot___- 2, 780. 000 

ae amt, a _ *13, 680, 000 
BES SCRE S Rl oe oe cS 6, 840, 000 


Federal share (50 percent) ~----____~- seadeteeamer ake acto a 6, 840, 000 


1Deemed to be organizational equipment requiring equal matching of Federal and State 
funds. 


WARDEN SERVICE 


Mr. Taser. Now, you have here for “Warden service” $2,773,000. 

Mr. Wapswortu. That is broken down on page 9 into 200,000 hand 
pumps, 200,000 back pack pumps, and 1,000 resuscitators which are 
largely for training purposes. 

Mr. Taper. Is that the ultimate program ? 

Mr. Wapsworrnu. That is only a part of the program. We figure 
it is no more than half, but we will know more about that when the 
States and cities come in with their requirements. 

Mr. WiceLesworrn. This is not for stockpiling? 

Mr. WapswortH. No, sir; this is in place. 

Mr. Wiccieswortn. This is on matching basis? 

Mr. Wapsworru. Yes, sir; 50 percent by the Government and 50 
percent by the States. 

Mr. Taner. As I go down this [ would rather have each of you 
who have any questions on this “Fire-fighting service,” the “Warden 
service,” and the “Eingineering service, * to ask them as we go along 
so that we will have it all together. If you have any questions « on these 
three items I suggest that you ask them now. 

Mr. WiceLeswortu. These are all small pumps, are they not ? 
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Mr. Wapswortu. Yes, sir. 

Mr. Wiceteswortu. Have you made a thorough estimate of what 
there is available now ? 

Mr. Wapswortn. No, sir; not completely, which is why we do not 
want to attempt to put more of the total estimated program in now. 
There is very litle now in existence, as I understand it, from the stand- 
point of the old stirrup or hand pump, which was used to some extent 
during World War II. 

Mr. Davis. In line with your fire-fighting equipment there what do 
you contemplate in the way of a test of eligibility so that the Federal 
Government just does not get into the position of helping a lot of these 
a communities to buy fire-fighting equipment and things of that 

Ina? 

Mr. Wapswortn. Well, the basic determination is the responsibility 
of the State. We will provide that they be required to certify to us, 
under regulations being prepared, as to the on with certain back-up 
justification to show us how they have arrived at the figures of require- 
ment which they set forth. We will not have enough personnel to 
go individually into every area. 

Mr. Davis. Iappreciate that. How do you expect to protect against 
this grab-bag philosophy if it is, as you suggested perhaps a matter 
of first come, first served? Of course, they all like to come in if it is a 
matter of getting something from Uncle Sam without, on the surface, 
paying for it. I wonder what your protection would be against that ¢ 

fr. Wapswortu. The protection will be largely by our regulations. 
Here is what we noth propose. The critical States will be clas- 
sified by us as to relative criticality. There would be class A, class 
B, in some of the less populous States they might drop down to a class 
C. When I said on the first come, first served basis, I meant on the 
basis of the most critical area. 

Mr. Wiccteswortu. Why should Greater Boston buy all of its 
pumpers and the next area have somebody else pay for theirs? 

Mr. Davis. Is Mr. Wadsworth answering? I am curious to know 
the answer to that one, too. 

Mr. Wapswortu. We do not know when they want all those pump- 
ers. What we might have to look at is the standpoint of criticality. 

Mr. Wicciesworru. In general, why should one community buy all 
of its pumpers at $10,000 a shot when the other community gets Uncle 
Sam to pay half the cost of them ? 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Cannon. We appreciate your statement, Governor, and we are 
very glad that we have this matter in such competent hands. 

Mr. Catpwe.i. Well, Mr. Chairman, I am not sure that it is. We 
are having a pretty tough job, but I think we will doit. We will try 
to be pretty tough and hard-boiled about it and get it done. 

Mr. Cannon. We realize that, and we count on you. We are very 
well satisfied with the statement you have given us. You have made a 
very excellent presentation. 

Mr. WapswortH. Do you mean now that the program has started, 
or do you mean that some of them bought pumpers a year ago before 
there was any civil defense? 
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Mr. Wiccieswortu. I mean the effect of this proposal is to furnish 
one community with half of its pumpers, whereas the other community 

is taking care of itself 100 percent. 

Mr. Wapswortu. It seems that was inevitable. Any time you start 
something as of a certain date there must be a certain amount of in- 
justice, perhaps, if you want to term it that way. We did not know 
any other way todoit. If we go back and attempt to make retroactive 
payments to States who bought their pumpers many years ago that 
would be difficult—— 

Mr. Wiceieswortu. I have not the law before me, but to what extent 
is this matching requirement mandatory under the law? Have you 
any discretion in that respect ? 

fr. Wapswortu. I would say that we have a good deal of discretion 
because it must be on the basis of approved projects. 

Mr. Wiceteswortn. I mean is there any reason why a given com- 
munity should not buy its own pumpers if it is in shape to do it, or 
are you required by law to match funds for any pumper that is bought 
under this program ? 

Mr. Wapsworrn. No, sir; the community, if it saw fit, could buy 
a pumper on its own, without any matching funds whatever. 

Mr. Wiaeteswortu. Do you not have some discretion that ought to 
be used there as an_ over-all proposition to hold down expenditure 
by the Federal Government insofar as possible ? 

Mr. Wapswortu. We believe that would be a very good idea, but 
I do not think it would work out. I do not believe the communities 
would go out and buy on their own. In the first place, the manu- 
facturing capacity of the fire — industry is not very large. Al- 
though we feel that they can take care of civil defense, they might 
not be able to take care of non-civil-defense orders. 

Mr. Wiceteswortu. The question I am raising is a general one. 

Mr. Wapswortu. Yes. 

Mr. Wiceteswortn. And I took pumpers as an example. 

Mr. Wapswortu. Yes. 

Mr. Wiceteswortu. But it runs all through all of this material 
that you expect to distribute locally. 

Mr. Wapswortu. That is correct. 

Mr. Wiceteswortu. If you are not compelled by law to put it ona 
matching basis, then it seems to me you ought to require, insofar as 
possible, the localities to take care of themselves where they are in 
shape to do so. 

Mr. Wapsworrnu. I do not believe it would work. I can see what 
7 are driving at, but I do not believe they would take care of them- 
selves. 

Mr. Wicecteswortu. They are not going to take care of themselves 
if they know that Uncle Sam is going to take care of half of it. 

Mr. WapswortH. That is correct. 

Mr. Wiccteswortu. But if it is necessary for civil defense, and if 
Uncle Sam says you are in shape to handle that thing yourself, it seems 
to me they are going to handle it. 

Mr. Wapswortn. I do not believe I have a good answer for that, 
Mr. Wigglesworth. The whole basis on which we are attempting to 
build up this program is one of critical areas. If a critical target city 
wished to buy these for themselves, we would certainly raise no objec- 
tion. There is nothing in the law that forces us to do so. 








612 


Mr. WiceLeswortru. Can anybody tell me, in substance, what the 
law says on this? 

Mr. Wapsworrn. Mr. Samuel Sabin, our general counsel, could take 
that question, I believe. 

Mr. WicecLesworrn. Just in a word. 

Mr. Sazin. The law requires the matching of funds for the acqui- 
sition of organizational equipment and for shelters. Funds appro- 
priated for shelters are apportioned among critical target area States 
on an arbitrary basis by the statute. 

Mr. WiccLeswortH. When you say “requires matching,” you mean 
that it requires a State to put up 50 percent of it if they want 50 
percent from Uncle Sam? 

Mr. Sastry. Yes,sir. Shelter money is divided automatically under 
the statute. 

Mr. Wicetrswortu. But there is nothing in the law that compels 
Uncle Sam to put up 50 percent for organizational equipment ? 

Mr. Saprn. No. 

Mr. Wicereswortu. All right, Mr. Chairman. 


. 


ENGINEERING SERVICES 


Mr. Taser. Now, you are going into all of these things, and you are 
proposing to set up what you will do. You have for “Engineering 
services,” $11,330,000. What is that? 

Mr. Wapsworru. Most of that is for light steel pipe, which is on 
page 11, and which comes to $10,000,000. Then there are chlorinators 
and other water purifiers and disinfection units and pipes, valves and 
fittings, and freight, making up an additional $1,330,000. 

Mr. Taser. We better have that in the record, too, I guess. 

(The matter referred is as follows :) 


Estimated costs of such pipe are as follows: 


264 20-foot lengths of 6-inch diameter pipe at $55 each_____-____ $14, 520 
ee Cee. GS Geto OO oe eee 990 
15 valves (approximately 1 every 400 feet) at $250____________ 3, 700 

| FORRES SEER as SECRETED: ig fee pag a ASB eth hia oped 2 19, 210 
5 percent cost of pipe and couplings for freight_.______.__________ 790 

alts irecererneccanspstniniccrnionnasanmntininiaiiiaiiall 20, 000 
SDD Sane AE re PO nn it ionic 10, 000, 000 


The need for water purification is one of the most pressing problems in a post- 
attack period and the following estimate was designed to provide emergency 
treatment and purification in selected target areas: 














| 
Item | Number Cost 

oR Ree, Oe ER NRE AS el SA he BUD OE War SO ni orc ns $300, 000 
MIS so tones a ad igantaned badaoahs aa Mime Se 2, 000 
‘Chiorine gas_______-- a a 90,000 pounds at 10 cents per pound. -__ 9, 000 
Hypochlorites_____--- tee Sng ktewiceeen cay ane inn hed 60,000 pounds at 15 cents per pound __. 9, 000 
Water purification and disinfection units. __-......~- TOE GIR cen ibid ra aehin 750, 000 
on Ne i conins onbun cen ekaoans evel athusde gab Gkhesgas dkawaienegel Rabeiooy 200, 000 
IE On NIN te ewe enencmcstawinacenaulsgeherisegiapehesccscibrddddeaooebeh aod 60, 000 

| EASES EROS eae ea ome eee ee be COEELE GAP eine peamee se fet as ie 1, 330, 000 
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Mr. Taper. Is that the whole program ? 
Mr. Wapswortu. It is only about half the program on pipe, but it is 
just about the total program on the chlorinators, $1,330,000. That 
would not be a recurring item. 

Mr. Wiccreswortu. Have you made a careful survey of the pipe 
that is now available? 

Mr. Wapsworrn. Yes; we have talked to manufacturers and we 
believe that it can be obtained. 

Mr. Wiceieswortu. I mean that is now available in the critical 
areas ? 

Mr. Wapswortn. There is practically none available in the critical 
areas. It isa special type of pipe which was found extremely useful 
in England for engineering repair after attacks. Mr. G. R. Gallagher 
is in charge of Technical Services, and this is his field. He can tell 
you about it. 

Mr. Taser. Let me ask you this: Is this ordinary steel pipe that will 
rot after a few years? I do not know what this is or anything about 
it, but I would think that we ought to know what we are talking about. 

Mr. Wapsworrn. This is 6-inch diameter lightweight steel pipe 
which would not be placed under ground. 

Mr. Taner. It would not make any difference, it would rot just the 
same, 

Mr. Wapsworrn. It would be in storage until it was needed. This 
is part of the Federal stockpiling. 

Mr. Taser. You mean that this is an emergency job? 

Mr. Wapswortn. Yes, sir. 

Mr. Taser. Would it be in storage under cover ? 

Mr. Wapswortu. Under cover; yes, sir. 

Mr. Taper. In a warehouse? 

Mr. Wapsworrtu. Either in a warehouse, or in a lean-to outside a 
warehouse, but under cover. 

Mr, Taser. It has to be where it would not absorb too much mois- 
ture, too. 

Mr. Wapswortn. That is right. 

Mr. Taser. If it is going to be kept and not spoil. Now, I do not 
know. I am wondering about that. I would like to hear somebody 
on that who knows something about it, who knows more thanI do. I 
know enough to know that those things rot. 

Now, I would like to hear from somebody who has had considerable 
experience with those things—more than I have. Who would tell 
about that? If you leave it where it can absorb dampness it will rot. 

Mr. Wapsworrn. Yes, sir. : 

Mr. Taser. I know enough for that, but.I do not know enough to 
know whether it is safe to go ahead and buy such an item and put it 
in storage and expect it to be any good to me. 

Mr. Wapswortn. I would like to call on Mr. G. R. Gallagher who 
is in charge of Technical Services on that, sir. 

Mr. GaLuacuer. We are thinking in terms of a protective coating 
for the pipe itself and its storage in sheds so that it will not deteriorate 
at the ordinary rate. 

Mr. Taper. Can you coat such things? 
Mr. Gauiacuer. Yes, sir; there can be asphalt coatings put on them. 
Mr. Taser. It would have to be both inside and outside. 
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Mr. Gauuacuer. Either that or protective caps on the end; yes, sir. 

Mr. Taser. I kind of wonder about that. 

Mr. WiceieswortH. Do you think you are going to need 1,000 miles 
of this pipe for the affected communities ? 

Mr. WapswortnH. Yes, we believe that 1,000 miles will be the total 
program. We based this estimate not only on our own thought, but 
on the knowledge of the various State engineers and the engineering 
fraternity here in this country, and also on the experience of the 
British. They have used this type of pipe to great advantage, par- 
ticularly for the temporary repair of water systems. 

Mr. Davis. I suppose the same considerations that you have men- 
tioned with respect to the pipe would apply in greater degree to some 
of these other less expensive items that you have listed under “Engi- 
neering services.” You contemplate that there will be constant deterio- 
ration and replacement of such things as these water purification 
agents, chlorine gas, chlorinators, and things of that kind; do you? 

Mr. Wapsworrn. No; there would not be much deterioration there, 
but we do plan whenever we store anything that has a known deteriora- 
tion factor to make a rotating arrangement and move it on into pri- 
vate industry or to other agencies of government and replace it as 
might be necessary. On these chlorinators, test kits, and so forth, we 
can hold those almost indefinitely, I am told. 

Mr. Taper. Have any of these people bought any of these things? 

Mr. Wapswortu. There are some chlorinators, and, of course, there 
are stocks of chlorine gas and hypochlorites for every water system. 
However, we feel that this amount is needed over and above the 
existing stocks. 

Mr. Taper. These items are not so terribly expensive, compared to 
some of the other things, especially chlorine gas and hypochlorites, 
but is it necessary for us to get into such things as that? These 
people ought to be able to handle such things as that on their own 
hook without having the Federal Government get into supplying 
them with them. Referring to chlorine gas, test kits, and such things 
as that, and chlorinators, they ought to be able to supply those things 
without having the Federal Government get into that. That sounds 
as if we would be spending just like we did in the last war when we 
put about five times as much of that kind of stuff out to handle such 
things. They ought to take care of those things themselves. I can- 
not see that at all. 

Mr. Wavsworrn. The answer to that is that it is entirely possible 
in some of these target areas that the supply will be destroyed by the 
disaster itself. It is not always easy to say, of course, when a disaster 
is going to happen, and in what portion of the city it may fall. There 
may be sabotage and the waterworks destroyed and all the known 
stocks the city may have may be destroyed. We feel that this is in- 
surance rather than an out-and-out capital expense. 

Mr. Taser. This is something that is going to be held at a central 
point or is it going to be distributed to the communities ? 

Mr. Wapswortu. This would be held in these various warehousing 
spaces that I spoke of briefly when the chairman talked about ware- 
housing. 

Mr. Taper. On item 2 you have in there a lot of fire engines and 
that sort of thing. Are those the sort of things that the communities 
are apparently buying, and are they up-to-date pumpers ! 
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Mr. Wanvswortn. They are up-to-date, but they are not the sort 
normally purchased by communities. These pumpers are closer to 
the Army specification, and they are without any frills of any sort. 
We have a picture here of a typical one if you would like to take a 
look at it. There is no chrome, and there are no special gadgets on it 
nor anything of the type that the community normally buys. It is 
strictly utilitarian. 

Mr. Taper. Are they cheaper or more expensive ? 

Mr. Wapsworrnu. They are cheaper by quite a bit. A pumper of 
that size normally bought by a city is in the neighborhood of $15,000. 
We believe we could get a contract price of $10,000 or a little less. 


TRANSPORTATION SERVICES 


Mr. Taser. You have an item in here for “Transportation services, 
$1,500,000.” What is that? 

Mr. Wapswortu. That amount of money is for fittings that are to be 
placed in the normal commercial-type truck or vehicle to hold litters. 
It isa question of getting the orders in on that sort of thing as promptly 
as possible. Those would be kept in the storage space for emergency 
uses. 

Mr. Taper. You mean in each community ? 

Mr. Wapsworrn. No, sir; in the regional storage spaces. 

Mr. Taser. This is not a matching job? 

Mr. Wapswortn. No, sir; this is 100 percent Federal. 

Mr. Wieeieswortnu. It is for stockpiling? 

Mr. Wavswortu. Yes, sir. 


RESCUE SERVICE 


Mr. Taser. The next item is “Rescue service.” You have $500,000 
down for that. What is the idea of that? ; 

Mr. Wapswortn. Well, the rescue services are going to require a 
good deal of special equipment. This is just the beginning of it. We 
are going to try to get together 2,000 sets of rescue- type equipment. 
It is largely hand-tool equipment. It is on a State matching basis. 
This is only approximately 20 percent of the total estimated program. 
We have a complete list of the tools that are necessary to go in each one 
of these sets in the event you would like to see it. It is largely hand 
tools, chains, and so forth. 

Mr. Wiceteswortu. This is organizational equipment ? 

Mr. Wapsworrn. Yes, sir; it is organizational equipment. 

Mr. Taser. That would be distributed probably to the commu- 
nities ? 

Mr. Wapswortn. Yes, that would be used largely for training. 
Mr. Taper. Are they things that would normally be stocked by the 
communities that are involved ? 

Mr. Wanswortn. A good many of them would be, which is one of 
the reasons that the price is set at $500. We feel the communities 
in a good many cases will be able to supply some of the necessary 
things. 

Mr. Taner. Is not that another item that the communities them- 
selves ought to take care of and not have the Federal Government 
mixing in it? 
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Mr. Wapsworrn. Well, it is one of those things that comes under 
the head of organizational equipment. It is utilized by rescue teams, 
which is not a question of anything but organization, and we do not 
see how we could make it 100 percent local where other equipment of 
the same type was used on an organizational basis. We took out all 
of the personal items such as rubber boots, gloves, and things of that 
sort. 


ATTACK WARNING AND COMMUNICATIONS SYSTEM 


Mr. Taser. For attack warning and communications system you 
have $5,758,500 in there. What is that? 

Mr. Wapswortn. That breaks down into two separate subitems. 

The attack warning system will be largely the active personnel at 
the air defense control centers, plus the equipment and the warning 
network going from those centers down to the civil-defense personnel 
at the city level. 

Mr. Taser. Is that a set-up that you would currently expect imme- 
diately to put into operation / 

Mr. Wapswortn. No, sir; we will put this into operation under our 
present plans on July 1, but we need to recruit the personnel prior 
to July 1. These figures show only a small percentage of the annual 
rate. 

Mr. Taser. That is, the operating basis of them is on a small portion 
of the annual rate? 

Mr. Wapswortn. Yes, sir. 

Mr. Taser. Is the operation on a Federal basis? 

Mr. Wapswortu. Yes, sir; the operation is on a Federal basis. 

Mr. Taper. That would be something that you expect to go on with 
right along all through the days to come ? 

Mr. Wapswortu. Yes, sir. 

Mr. Taser. And it would involve how much money on an annual 
basis ? 

Mr. Wapswortn. Let us see what that breakdown is. On the per- 
sonnel total the annual rate is $88,690 plus the necessary supporting 
cost. 

Mr. Taper. Your maintenance would be considerable. 

Mr. Wapswortu. Maintenance would come into this and equipment 
which you see on page 16, the second group of items. 

Mr. Taser. It would be more than that. You would not be able to 
maintain those things without some kind of a set-up. 

Mr. Wapswortrn. Those people will be in installations owned, 
equipped, and maintained by the Air Force. 

Mr. Taser. By the Air Force? 

Mr. Wapswortn. Yes, sir. The Air Defense Command runs the 
air-defense control centers, and these people would be the civil-defense 
part which would disseminate the civil warnings as opposed to the 
military warnings. 

Mr. WiccLteswortH. How many people do you have in each of those 
centers ? 
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Mr. Wapswortu. Fourteen. 

Mr. Wiccteswortu. Is that a 24-hour operation ? 

Mr. Wapswortu. Twenty-four hours, 7 days a week. 

Mr. Wiaeteswortn. Is the correct figure $5,758,000 or $5,660,000? 
There seems to be a difference on page 18 and the green sheets. 

Mr. Wapswortu. The $5,660,000 is the Federal portion of the equip- 
ment only, and the rest of it is personal services and maintenance. 


RESERVE SUPPLY OPERATIONS 


Mr. Taser. What about the reserve-supply operations? Tell us 
about that. 

Mr. Wapswortn. It is broken down into personal services at each of 
those warehouses, plus equipment needed to operate the warehouses, 
plus rental of the warehouses or warehouse space. 

Mr. Taper. I think we ought to have that in the record. 

(The matter above referred to is as follows :) 

7. Reserve supply operations, estimate 1951____-_-_-_--_____________~ $2, 058, 000 
Program objectives 

This program is designed to establish a storage system of 40 warehouses, each 
located so as to furnish reserves of material and equipment to several target 
areas. Each target area will have on hand sufficient materials to last through 
the early hours of civil-defense operations and casualty care. It is planned to 
locate these warehouses not in excess of an estimated 4-hour haul from the most 
remote target area it is to support. 

While initial stocks to be procured and warehoused during fiscal 1951 will not 
be great, warehouse space can be furnished most economically by providing suf- 
ficient space now and eliminate eventual relocation of stocks. 

Basis of estimate 

The estimated funds required for storage of Federal-owned civil-defense sup- 
plies are based on establishing 40 warehouses during fiscal 1951. 

The requirements at present are estimated to be about 2,500,000 square feet 
of storage space. This will permit storage of all equipment and supplies that 
may be acquired during 1951 fiscal year, under better than average safeguards 
from fire and security threats, 

The largest users of warehouse space will be, in all probability, medical and 
welfare services. Quantities of material designed for improvised hospitals, first- 
aid stations, and emergency welfare purposes, such as medical supplies, cots, mat- 
tress pads, and blankets, will require storage in such a manner as to provide for 
ready issue upon short notice. 

The problem of full utilization of space, together with segregation of stores, 
accounting for receipts and issues, and placement of stores so as to assure 
adequate emergency issue, together with the task of informing cognizant services 
of stock levels and low stocks, require personnel capable of organizing and super- 
vising many diversified operations at one time. 

The estimated costs of this program were developed as follows: 


I ES URED SERIE EE ELIE Se SEATS SIN 9 LON Saas 2A Ae De NTE LPT $208, 000 
NR i gt cle rn nee ein el ee een eiens 2, 250 
I a ainda a Sh de capes ccel in eomecmseenidadieceieocecon $12, 525 
Ian SAMI RUS RI ih heat an ea che dink mm Sinn cp meen hig 26, 250 
NN a been inn oe te Si rep Sine ose baleen anh Sisko mene 1, 508, 975 


2, 058, 000 
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WAREHOUSE OPERATIONS 
Personal services: 


Each warehouse staff will be as follows: 


























Per annum 
Grade Basic rate (44-hour 
week) 

DN NE cc cucncucccecntacs SiheAvektiesnechigied cheat ioasbaaitand lias $6, 716 
es Se hn ek cA aedhancduensatdad ocala 5, 734 
EERE a Se Seen a ee ee 8, 478 
i property accountable officer... ......... 2-22... oe ee 8-7 q 4, 239 
Be NIINE oh a cosncewenennnneese nan sacked hinecten akties : d 3, 543 
eae a See ee a | § 7,086 
0 ee ee pe el ARS Sian Sea SE A TS oil apis. a 8, 454 
re RUIN 2 Te a aoe, BREESE ae 30, 000 
Annual cost-.__- DR IAS TE PEE RP SEES a sD Rah TORR ORE HES, MN SEIEE a MEE 74, 250 
NRCS Sie BRE SERRE ECE ES a le! EPS! Se Shea Sats 6, 187 
Warehouse 

months 


10 warehouses activated in April_.._.._._________-____--__-__-___---._-- 30 
2B weameioumes: Grti venta: tr Diy aan ok ni ei ke cece 30 
15 warehouses activated in June 30 











The activation of these warehouses will result in progressive personnel recruit- 


ment requiring an estimated $208,000 for salaries for the period Apr. 1, 1951 to 
June 30, 1951. 


Oba @prsonel Garvie Se $208, 000 
Other operating costs: 
Communications (telephone, etc.) -.-._...__---_____-_- $2, 250 
Pea ei ett 312, 525 


Each warehouse approximately 50,000 square 

feet at $1 per square foot per annum=$4,167 per 

month. 75 warehouse months X$4,167=$312,525. 

Suppiten- and -waterteis.5 oo 26, 250 

These funds are estimated as required for office 

supplies, lumber for crating and dunnage, packing 

supplies, and hand tools. This amount will not 

fully supply all activated warehouses but rather 

represents the estimated requirement for those 

warehouses actually in partial operation by June 

30, 1951. 

ARETE PIS SREP Ode Rate eR RAR A SEES eeN Cares 1, 508, 975 

Equipment such as: Warehouse trailers, hand 

trucks, sectional roller conveyors, warehouse trac- 

tors, fork-lift trucks, power saws, pallets, strap- 

ping equipment sets, stencil machines, office equip- 

ment, etc., will be required for each warehouse. 

Activation requirements prior to June 30, 1951, will 

be less than 50 percent of the total, or approxi- 

mately $1,508,975. 

ERT Oe OI I oan ie ten 1, 850, 000 





Mr. Taser. How many warehouses? 

Mr. WapswortnH. We estimate a total of from 40 to 60 warehouses. 
There are 40 spaces provided for in this item. 

Mr. Taser. You mean you are building 40 warehouses? 

Mr. Wapswortu. No; we are not building any warehouses, This 
is all the rental of space. 

Mr. Taser. ree this is the cost of the rent. That is an annual 
item ; is it not? 

Mr. WapswortH. No; this is just to July. 

Mr. Taser. It is just to July ? 
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Mr. Wapsworrn. But it will be continued, and the personal services 
item will be continued as an annual cost. 

Mr. Taser. There is nothing that is not an annual cost to amount 
to anything, is there? 

Mr. Wapswortu. There is an item of equipment of $1,500,000 which 
would be nonrecurring, and a good many of the supplies and mate- 
rials that would be nonrecurring. 

Mr. WieeLeswortu. Two and one-half million feet of space in 
warehouses ? 

Mr. Wapswortn. That is correct. 

Mr. Taser. Why would you need all these people ? 

Mr. Wapswortnu. There is going to be a good deal of repackaging 
work to be done. As we order these various materials and they come 
into the warehouse, they do not come in the proper units to be shipped 
out again in case of disaster. There is going to be a lot of shuffling 
around to rebuild those units so that they can be readily loaded onto 
trucks and taken to the scene. So the receipt of the material as well 
as the dispatch is expedited by this repackaging operation. 

Mr. Taser. You have about a $2,000,000 annual charge the way you 
have that set up. No; it will be more than that. On an annual basis, 
it would be about $2,500,000. 

Mr. Wapsworrtn. That is about right. 

Mr. Davis. The 40 warehouses you expect to acquire during the bal- 
ance of this fiscal year will substantially complete the acquisition pro- 
gram, except that there may be a few more than that? I mean the 
acquisition of space. 

Mr. Wapsworrn. It would be 80 to 90 percent of the total program. 
Mr. Taser. None of that is anything except Federal cost ? 
Mr. WapswortH. That is all Federal cost ; yes, sir. 


MEDICAL SERVICES 


Mr. Taser. What about medical services—$75,000,000? Tell us 
about that and what there is to that. 

Mr. WapswortH. Medical services are broken down into three sub- 
programs. The first one is what they call “target area supplies and 
equipment.” That is for radiological monitoring, medical and sur- 

ical clinics, and clinical treatment of casualties, and providing for 
health safeguards. Incidentally, the term “medical services” is not 
the one we generally use. We use the term “health services and 
special weapons defense,” which is the term we use in the pamphlet 
put out recently. 

The general breakdown is at the top of page 25—$5,518,700 for 
target arer supplies and equipment; $70,092,300 for reserve supplies 
and equipment; and $27,000 for program development. Each one 
of those is broken down on the succeeding pages. 

Mr. Taner. The succeeding pages contain a breakdown of the other 
item of the $70,000,000? 

Mr. Wapswortn. Target area supplies and equipment is the first 
one on page 25. That comes to $5,500,000. Those are survey in- 
struments, Geiger counters, and first-aid station supplies. 

Mr. Taser. Is that the initial cost that would evaporate in the 
future, or is it something that would come all the time? 
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Mr. Wapswortu. We believe that is an initial-cost situation. Of 
course, there will be some turn-over in the instruments. They are 
extremely delicate and can get out of order. 

Mr. Taser. What about the $70,000,000? 

Mr. Wapsworrn. The $70, 000,000 is the stockpiling program, and 
until a disaster should happen that would be nonrecurring. This is 
the intial stockpiling program. It is not quite one-half of what we 
figure to be the total stockpiling program. 

“Mr. Taner. You figure that whole thing will be doubled before you 

get through; is that it! 

Mr. Wapswortn. That is correct ; yes, sir. 

Mr. Taner. And it is most all a Federal job? 

Mr. Wapswortn. That is almost completely Federal. On the very 
bottom of page 26 there is an item for vaccines which is 50-50 matching. 

Mr. WiceLeswortu. What is the basis of that estimate of $140, - 
000,000, of which you are asking one-half now ¢ 

(After discussion off the record. ) 

Mr. Davis. This vaccine program on a predisaster level has me 
wondering quite a bit how you are going to pick these people out. Is 
there going to be indiscriminate \ ‘accination of entire populations of 
certain communities, or what do you contemplate there? 

Mr. Wapsworru. We contemplate this probably would not be util- 
ized until some community had been hit. For instance, if Baltimore 
had been hit with a known bacteriological warfare attack, it would 
not be difficult to get the citizens of Philadelphia, Washington, and 
other nearby points to be vaccinated. It would be impossible, we 
think, on a voluntary basis to go through the country and try to get 
it all done. That says “predisaster.” That means predisaster to your 
city—if you city has not been hit but another city has. It is only a 
beginning. 

Mr. Davis. I think it is something that ought to be very carefully 
explained to the people out in the local communities so that we do not 
get some eager beaver vaccine program at some of those local levels. 
That might develop into something like that if it is not carefully 
handled. 

Mr. Wapsworrn. I would refer that to Dr. Norvin Kiefer, the 
head of our Health Service and Special Weapons Defense Division. 

Dr. Kierer. These actually are vaccines which are to be stored only 
against the possibility of biological warfare. They would not be 
used except in the event of an attack by biological warfare. There- 
fore, I do not think there is any chance, as you say, of some eager 
beaver trying this sort of a program, because, as a matter of fact, “he 
would not know what to get. These are vaccines which probably 
would have to be stored under classified information, based on intelh- 
gence of what might be necessary. They are not the ordinary vac- 
cines. The words “smallpox” and “typhoid” do not belong here. 

Mr. Wapsworru. This is for biological warfare, which is not in- 
cluded in those two terms. 

Mr. Davis. There is no such thing as stockpiling for this to any 
extent at all outside of the actual process of vaccination that you con- 
template in this item; is that it? 

Dr. Kierer. No, sir; it is for the vaccines, too, which would have 
to be developed, probably, by Government laboratories, because we 
are dealing in this case with biological preparations which are not 
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standard preparations put. up by any biologicals manufacturer in the 
country. For example, the yellow-fever vaccine is not manufactured 
by any concern in the country. It is something that is made by the 
Public Health Service only. ‘It would have to do with that type of 
vaccine. If our intelligence indicated that the Russians might use 
yellow fever against us, then we would have to have large quantities 
of this particular vaccine stored and ready for use at any time 1t was 
used against us. And it is not something you can produce at a mo- 
ment’s notice. Some of these things take considerable periods of 
time to produce. 

(After discussion off the record :) 

Mr. Taper. This whole request is being submitted on a 15-month 
basis, is that right? eee 

Mr. Wapswortn. Except for operating expenses; $119 million out 
of the $128 million is on a 15-month basis. sa 

Mr. Wiceieswortn. In arriving at your estimate of $140 million,, 
one-half of which you are asking now, have you made full allowance 
for any of those items which may be on hand now ? 

Dr. Krerer. None of those items—are we speaking of the material 
on page 26 ¢ 

Mr. WiccLeswortH. On pages 26 and 27. 

Dr. Kierer. These items are not available now any place in suffi- 
cient quantities to meet the number of casualties. 

Mr. Wicciesworrn. I assume that would be true, but I want to ask, 
in arriving at this over-all estimate before us, have you made allow- 
ance for such items as may be available at this time ? 

Dr. Kirrer. The items are not available. For instance, on the 
medical and surgical supplies we have done surveys of industry which 
indicate there are no more than 30 to 60 days’ normal supplies on 
hand in retail stores. In other words, there is a matter of probably 
several hours’ supplies in the entire United States for a major disaster. 
The entire health supply industry is conducted on a more or less hand- 
to-mouth basis. There is no warehousing done at all. The manu- 
facturer ships directly to the hospitals and physicians. As a result, 
we actually have no reserve whatever of supplies beyond a 30- to 60-day 
normal supply, which is probably a matter of 3, 4, or 5 hours with 
‘casualties in those numbers. For that reason, these items are not avail- 
able. Some are not actually available any place at the present time; 
the others are not available in sufficient quantity. 

Mr. WieciesworrH. But have you taken into account what may 
be available / 

Dr. Krerer. Yes, sir; we have taken those into account. 

Mr. Davis. Of course, there are practical considerations in this 
matter of warehousing as far as some of these medical supplies are con- 
cerned, and you would have to contemplate doing here even to a 
larger extent than Mr. Wadsworth mentioned with some of these 
other storage items—that is, storing them for a limited period and 
then returning them to the trade, so-called, and replacing them with 
fresh supplies. Has that been taken into consideration here ? 

Dr. Krerer. Yes, sir; it has. Actually there are very few of those 
items with which we have to do in this sort of thing. For instance, we 
do have some penicillin and aureomycin included in our complete list 
under medical and surgical supplies, and those whould have to be 
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turned over within about a 3-year period, whereas surgical dressings, 
medicating agents, ampins, syrettes, etc., would be good over a period 
of probably 10 years in storage. 

Mr. Taper. I think we ought to have this in the record. 

(The matter above referred to is as follows :) 





Summary 
Target area supplies and equipment_____--..___-__-_________ --... $5, 518, 700 
Reserve supplies and equipment—-_-__--------__------__-__-----_- 70, 092, 300 
Program development (training and education) ~---_____--_________ 27, 000 
ci nse Demme PE nee ST eee ee TNL ey EET RAE DEE fein sot oe? |S 75, 638, 000 


DETAILED ANALYSIS 


Target area supplies and equipment: 
The requirements for this subprogram are based upon the following compu- 


tations: 

















Item Purpose | Number Cost 
Survey inStruments_...._.....| Radiological defense monitor- | 122 ares, 15,375 instruments, |$1, 537, 500 
ing end surveying areas for at $100 each (126 per area) 
contominstion. (100 percent Federal). 
Geiger counters__......-.----- Measurement of low-level radi- | 122 areas, 1,640 counters, at 131, 200 
ation—post disaster. | $80 exch (10 to 15 per area) 
(100 percent Federal). 
First aid station supplies......| Initial supply at local points__| 122 areas (50 percent Federal)-_| 3, 850, 000 
EES aca et s | diamagctampeinldetpiginnaniacbwthuabaemeetummae dma 5, 518,7 





Federal Reserve supplies and equipment 
The requirements for this subprogram are based upon the following computa- 


tions: 


Item 











Purpose Number Cost 
——$— —_}|— | ae panei 
Medical and surgical sup- | Procurement of reserves for | 1,385,000 casualties, at $23,105 |$32, 000, 000 
plies. | treatment of casualties. | per thousand. 
Laboratory supplies. -_-.. ...| Clinical laboratory supplies | 6,030 laboratories, at $500 each_| 3,015, 000 
for improvised hospitals. | 
Mobile laboratories _-____---.-} Supplemental facilities | 50, at $8,000 each ..__......--- 490, 000 
Atropin sulphate ampins or First aid to nerve gas casual- | 3,600,000, at $0.35 each.......__| 1, 250, 000 
syrettes. ties. 
Atropin sulphate tablets_-_- es Oe sah f 3,600,000, at $5 per 200 tablets. 90, 000 
Trimethadione___............| Anticonvulsant therapy | 1,200,000, at $0.40 dose_______- 480, 000 


Water-resistant paper blank- 
ets. 


| RE TE aces Se ES 





nerve gas casualties. 

For use at 6,030 improvised 
hospitals for litter casualties 
(500,000 beds). 

Adaptable for use as an emer- 
gency hospital bed to equip 


1,000,000, at $1.25............. 


500,000, at $5 





1, 250, 000 


2, 590, 000 


improvised hospitals 
| Se ee Sn eee, Predisaster immunization for | Approximately 11,590,000 per- | 10,000, 000 
biological warfare. sons, at about $1.74 (50 per- 
cent Federal). 
aa Se er Post-disaster immunization | Botulfnum 100,000 persons, at 85, 000 
treatment of persons who | $0.85. 
were not immunized against | Antiserum 500,000 persons, at 4, 000, 000 
this toxin. $8. 
Transfusion equipment. ___ Intravenous administration of | 7,000,000 sets, at $0.69__.._____ 4, 830, 000 
blood and plasma. | 
Blood plasma.-..........-- Treatment of disaster casual- 200,000 units, at $32......._____ 6, 400, 000 
ties. 
| 
Total supplies and {__.......... Pee Sree ee AS Es || 66, 310, 000 
equipment. } 


Transportation of things_- 


SE AAA AME 


Cost of freight 


3, 782, 300 


70, 092, 300 
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Program development 
The requirements for this subprogram are based upon the following: 





Item Purpose Cost 





Specialized forms, records, and vital | Development of standard forms and procedures for | $15,000 








Statistics, — : y civil defense health and medical service. 
Instruction in biological and chemical | Courses in special biological warfare defense methods; 12, 000 
warfare defense. production of special audio-visual training aids. 
Tn No sesh pcepebuhbaee 27, 000 





WELFARE SERVICE 


Mr. Taser. What about the welfare service ? 

Mr. Wapsworrn. The welfare service is also largely a stockpiling 
program. The breakdown of the figures is on page 29. Under the 
general term “housing,” we have cots and blankets or mattress pads. 

Mr. Taser. Is that the whole program ¢ 

Mr. Wapsworru. That is the program on the assumption of 314 
million people; yes, sir. 

Mr. Taser. Is it a total Federal job without any contribution what- 
ever? 

Mr. Wapsworrn. That is the total Federal job; yes, sir. 

Mr. Taser. Does it involve putting the stuff in some central spet 
or something of that kind? 

Mr. Wapsworrn. In the same 40 warehousing spaces. That would 
also be true of the feeding material, cooking utensils, stoves, and 
emergency rations. 

Mr. Taser. I think you had better put that in the record. 

(The matter above referred to is as follows:) 

Housing: 
175,000 cots at $5 and/or 1,575,000 mattress pads, 





OR NN ira winiekncstcinidshaodsnoies ia eee iataicg ada niches $7, 805, 000 
1,750,000 blankets of various types at an average cost 
I Ni cette cibicei = Sasipninacdaneccaee apie eis in 4, 375, 000 
yes BARES SB OSS AGLI TE Sed 8 SS Sal NO gS ee $12, 180, 000 
Feeding : 


Cooking utensils, 1 meal a day for 2,000 people— 
stock pots, 20-gallon capacity, at $20, two per feed- 
ing station, $40—1,750,000 people equals 875 sta- 
tions at $40 

Stoves, gas pressure, 2-burner type—estimate 1 
per feeding station equals 875 by (approximate) 


ct Be: Re”) ERS er keene Sicdadne sd Rap nee ACO 11, 000 
Emergency type individual rations equals 5,000,000 
A hi i gtr la pea need NSLS beatae gee 3, 200, 000 
TN Eee BLE TEN LOR, EPR IR» IOS a 3, 246, 000 
OE a a a al 15, 426, 000 


Mr. Davis. I wonder to what extent, if any, there is to be a coordina- 
tion or conflict with the existing private disasted agencies—the Red 
Cross, and so forth. Have they been consulted? Would they be a 
part of this kind of program? Can you enlighten me on that? 

Mr. Wapswortn. They will very definitely be a part of this pro- 
gram—not only the Red Cross but any other public or private agency 
now in existence. 
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It may be of interest to know that the head of our emergency wel- 
fare service here at the national level comes to us from the Red Cross, 
where he was the associate director of disaster relief for the whole 
country. He is, of course, in very close touch with his former office, 
and we are working closely with all existing agencies. 

(After discussion off the record 3 

Mr. Wiceteswortu. In this $15 million estimate for welfare serv- 
ices, have you taken into account cots, blankets, cooking utensils, and 
emergency rations which may be on hand in critical areas at this time? 

Mr. Wapswortn. Yes, sir; we have, although we do feel this is not 
the total program. It depends entirely upon the time of attack, 
the intensity of the attack, the number of cities hit, and naturally the 
number of bombs dropped. We have estimated that at least one- 
half of our requirement for things such as cots, blankets, and cook- 
ing utensils are already in existence in these various localities. We 
also, of course, count quite heavily, where they would be available, 
on Army supplies or any other supplies belonging to any Federal 
agencies that could be pressed into service. 

Mr, Davis. In our previous discussion of that, we talked of the 
training and education of the people who would be brought in. 
Does this contemplate in this staff school we talked about the train- 
ing of your administrative people in the development of your 
program ¢ 

Mr. Wapsworrn. Yes. Our administrative people would come in 
and utilize the staff college as an orientation course. Our regional 
people particularly would be br ought in to go through the staff college, 
to make sure they had the right story when they w ent out to the field. 
There will be some of our people i in every course. 

Mr. Davis. And would your State civil-defense directors be the 
ones who would determine the people who would come from the 
organizations within the States ? 

Mr. Wapsworrn. That is correct. They would nominate on the 
basis of the quotas assigned to the State. 


RESEARCHL AND DEVELOPMENT 


Mr. Taner. What do you have to say about research and develop- 
ment ? 

Mr. Wapsworrn. We have a rather bob-tailed research program 
here, because of the fact that some agencies are already engaged in 
certain types of research, and we plan to utilize those agencies and 
their work as much as we possibly can. 

The protective construction research, which comes to a total of 
$2,700,000, is broken down on page 36. No. 1, which is our contract 
with the Corps of Engineers and Lehigh University, is nearly com- 
plete. No. 2, sample survey by the Bureau of the Census, is nearly 
complete. Nos. 3 and 4 are brand new. These are extremely im- 
portant from the standpoint of knowing what we are faced with in 
the whole shelter program. No. 3 makes a determination of where 
you can put people now without too much expenditure for safe area 
places. No. 4 will be the only practical means whereby we can test 
theoretical structures and engineering information developed by such 
contracts as No. 1, with the Corps of Engineers. 

Mr. Taner. I believe we ought to have this in the record. 
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(The matter above referred to is as follows :) 


11. ReseaARcH AND DEVELOPMENT—BASIS OF ESTIMATE 


Protective construction research 

This program is a continuing research on the feasibility of developing pretec- 
tive measures which can be applied to existing buildings to better enable them 
to withstand the shock effects of atomic blasts and consists of the following 
specific research projects : 

(1) Contract with United States Corps of Engineers and subcontracted by 
them to Lehigh University to— 

(a) Produce a shelter manual with drawings, specifications, bills of 
material and cost. 

(b) Evaluate shelter areas in existing structures. 

(c) Explore data available on effectiveness of firebreaks. 

(d@) Discuss probable behavior of wall-bearing and frame structures of 
United States design under impulsive loading. 

(2) Sample survey by Bureau of Census to compute “safe area” space in 
existing nonresidential structures and determine location of people who might 
be able to get to them in time. 

(3) On basis of sample survey by Census Bureau, make a detailed survey of 
122 most critical target cities to determine location of “safe area” spaces in 
existing nonresidential areas and normal location of people in relation to “safe 
areas.” 

(4) Continental testing program: This project will consist of the construction 
of typical 2-, 3-, and 4-story buildings at the continental testing ground of the 
AEC, the buildings to be fully instrumented and then exposed to the blast effects 
from an atomic explosion. 


Dotal.z: Protective construction...) ...-...-_.____....... $2, 740,000 


Attack warning systems: 

(1) Testing of sirens and other noise-making devices to be used in 
public alarm systems. <A contract will be let to the National 
Bureau of Standards for each testing. ._______ { _._.._ $25, 000 

(2) Investigate possible use of the electric power distribution 
systems for dissemination of public alarms with frequency 
sensitive devices in homes, office buildings, factories, etc. 
This contract will be negotiated with Naval Research 
Laboratory_.__--~~ i ae a Pino Se ere ees. Be ne 


int: Rees mn i a a aka 20 0O8 


Control center equipment development: (1) In order to meet the requirement 
for standardized operational procedures for use in control centers, a contract 
will be negotiated with the Air Force to develop such procedures. 


Total, control center equipment development... _-____-_-_----___- 100, GOO 
Detection grids: (1) Studies of air sampling techniques leading to the design 
of equipment for early detection of an air-borne biological warfare agents. 


ee aber a NE ae ee ae a a ee 50, OOO 


Personal reaction studies: (1) To provide a base for future civil-defense plan- 
ning studies are needed to determine the following: The general level of public 
knowledge in regard to protection measures against conventional and unconven- 
tional weapons: the degree of public confidence; probable public reactions under 
the danger of imminent attack ; probable public reactions in case of actual attack ; 
the level of public morale as related to civil-defense activities; the degree to 
which the public may be expected to comply with civil-defense instructions; the 
degree of participation by the public in civil defense and factors which determine 
this participation ; the general attitude of the public as determined by geographi- 
cal location; and changing attitudes of the public in response to the civil-defense 
public education program. 


Total, personal reaction studies_________ Do Rd a Noes SER =e S50, 000 


80820—51 41 
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Medical research : 

(1) With the growing threat of atomic warfare the need for stock- 

piling blood and blood plasma, and developing improved 

storage and utilization techniques, is increased. Studies will 

_be made in order to provide more efficient fractionation of 

whole blood, to discover methods of prolonging the viability 

of blood cells, to improve methods of processing into deriva- 

tives, to develop better anticoagulants, to improve contain- 

ers,, and to develop and clinically evaluate various blood 

Te i See Smee ia ee wmnere 3 hone eet Sy aes vue ee Ee $700, 000 
(2) Studies will be made of air-borne diseases in order to develop 

equipment and methods for controlling infectious diseases 

Rina rereniitia eeeGenien ae 75, 000 
(3) There is need to study biological warfare with respect to 

water and food, including the development of new methods 

for the detection of organisms. Specifically provision will 

be made for toxiocological and physiological laboratory work, 

expansion of bacteriological and milk and food laboratory 

staffs, and the initiation of animal experimental work on 

a limited scale__......_._.____- is ae ai SERIA PANES hel 50, 000 
(4) Studies will be made of field emergency water purification 

units and bactericides, as well as the evaluation of chemical 

sanitizers and detergents: such studies would be directed 

toward the disinfection of small volumes of water, utilizing 

iodine, silver salts, and other chemicals. Examination of 

milk and food will also be made for germicidal actvity, 

cleansing ability, and general stability_____.____---_ Seeare! wer 10, 000 


Total, medical research______-----_ 


Mr. Taser. What about the attack-warning system ? 

Mr. Wapsworrn. That is the testing of sirens by the National 
Bureau of Standards to make sure they come up to the specifications 
we will issue next week. 

Mr. Taser. That is within the range of the ordinary fellow’s under- 
standing, more or less, and why would such a thing as that cost so 
much money? It does not sound reasonable. 

Mr. Wapsworrn. That is an estimate the Bureau of Standards 
made. Mr. Martin, can you help with that? Mr. Martin is the Dep- 
uty Assistant Administrator in charge of our Operational Services 
Office. 

Mr. Martin. They have got to acquire the facilities and also the 
space before they can even start this testing program, and they con- 
sider it would involve a minimum of 1.5 man-years for salaries alone. 

Mr. Taser. You mean to test sirens? 

Mr. Martin. Yes, sir. 

Mr. Taper. $25,000. Do not they have all of those things like sirens 
and electric power distribution systems and that sort of thing so that 
any of those electrical people could tell you just about what they would 
do without any fussing ? 

Mr. Wapswortnu. No, sir; they cannot. We have had practical 
evidence on this business of testing sirens in several of the cities that 
have already purchased them and also in Canada where they had a 
test just a few weeks ago. The claims of the manufacturers were not 
borne out. The sirens were almost inaudible only a few blocks away, 
and it just will not work out without good standard tests of each 
prototype. 

On electric power distribution systems, that is something new. 
There are a few prototypes made but not enough to give us any idea 
as to exactly how much use can be made of them. It is quite a new 
idea, and has not been developed as yet. 
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Mr. Taser. You have alarms of that sort, all sorts of devices now ? 

Mr. Wapswortu. We have public alarms, but none of this No. 2 
warning system that is contemplated. This is a question that is a bit 
technical for me, but in as simple language as I can remember it, it is 
this: The normal cycle of electric power in our cities is 60 cycles. 
They are developing a gadget which can increase the cycles to 61 or 
even 60 and one-half, and automatically it trips the device and sounds 
the alert either in the home or in the factory. 


MEDICAL RESEARCH 


Mr. Taser. You have a $835,000 item for medical research ? 

Mr. Wapsworru. Yes. 

Mr. Taper. Where would that work be done and how? 

Mr. Wapswortnu. Dr. Kiefer, Director, Health and Special Weapons 
Defense Division will discuss that. 

Dr. Kierer. The first item of $700,000 is for research work on 
blood, and various phases of the blood program. First of all is for 
developing, if possible, methods of preserving blood-using techniques 
so that blood can be stored for a longer period than the present period 
of 3 weeks, one of the most perplexing problems at the present time. 
If we can find a solution to keep blood plasma longer than 3 weeks, 
we can increase our capacity for stockpiling of blood. 

There is some reason to expect that, and it is hoped that this period 
will be increased materially by the studies which are now being done. 

We also need studies on improved methods of fractionation of blood 
plasma and other protein components. 

The study also would include better anticoagulants, and to clini- 
cally evaluate various blood plasma substitutes. 

The one we have is by no means entirely adequate. Also, improved 
containers is another thing this program visualizes, that is, a dis- 
covery of a new type of plastic container for blood plasma, because 
there has been considerable advance over the present glass bottle. 

And one other of the more important projects included under this 
amount is for further research work on the various so-called present 
primary food substitutes, chemical sanitizers, and detergents, and so 
on. Much of that work is being done by Harvard University. 

Mr. Taser. You mean none is being done by the Army now ? 

Dr. Kierer. No; it is being done by Harvard University. It has 
been supported largely by the funds from the Public Health Service 
and the National Institute of Health. 

Mr. Taser. Has the Army or the Navy or the Air Force any funds 
todo any of the things set up by your group for this? 

Dr. Kierer. Yes; but the question that most of the work that should 
be done is being done at Harvard University from which both, in- 
cluding the Government agencies, are deriving their information. 
Now, the armed services, on the other hand, have done studies in actual 
field tests, for instance, in a plastic bag, and also on some sort of solu- 
tions and perhaps research is going on and being done at other universi- 
ties, but not by the Army or other Government agencies. 

Mr. Taser. But it is being paid for by the Government ? 

Dr. Kierrr. It is not being paid for entirely by the Federal Gov- 
ernment. Harvard has quite a large grant also from the Rockefeller 
Foundation. 
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_ Mr. Wapsworrn. I might say that the medical group in the Bureaw 
of the Budget went into this matter in great detail, with particular 
attention to whether any of this would be duplication of any other 
work, and they came up with the conclusion that it is necessary, and 
the work is not being done elsewhere. 


PERSONAL REACTION STUDIES 


Mr. Wice.eswortH. Before concluding that item, did they conclude 
the one above that was also necessary ¢ 

Mr. Wapswortn. The item above is of great importance to us from 
the standpoint of public education. This is not being done anywhere 
that we know of except a small contract that we entered into with the 
University of Michigan, for which the funds are now exhausted. 

Mr. Wiceieswortu. Do you think you can ascertain the public re- 
action to danger of imminent attack, or in case of actual attack? 
How are they going to do it ¢ 

Mr. Wapswortn. It will be done through a system of very careful 
evaluation of questions and answers of people, plus studies of actual 
experience of such disasters as the Texas City; South Amboy, N. J.; 
and to some extent, but not as much, of European bombing reactions. 

Mr. Wiceieswortn. Is it worth much when you get it ? 

Mr. Wapsworrn. Yes; we believe it is. We dlready have the pre- 
liminary answer from this first small contract with the University 
of Michigan, in which we are tremendously interested, and we think 
it is of great value to know the way the people on the street right 
now feel about what would happen, what their reaction would be. 

Mr. Wiceieswortu. It is a kind of Gallup poll ? 

Mr. Wapsworrn. It is not quite that. But I think we can recog- 
nize that in public education you have to walk a narrow line between 
stirring up too much excitement. and being too reassuring. We have 
to acquire some knowledge of the way people react. The American 
people have not been through anything like this and we have got to 
go at it pretty carefully. 


PERSON NEL 


Mr. Taner. The next item: You will have employed 1,461 at the 
end of the fiscal year. That is a 3-month job? Is that right? 
Mr. Wapsworru. That is by the end of the fiscal year; yes. 


OBLIGATIONS 


Mr. Taser. How much money have you got now ¢ 

Mr. Wapsworrn. On my left is Mr. Buvens, Director, Budget and 
Fiscal Division, who will go into that. 

Mr. Buvens. The original allocation from the Bureau of the Budget 
was $1,210,000. 

Mr. Wiceieswortn. When? 

Mr. Buvens. Around the Ist of December. As of this date we have 
obligated and committed approximately $1,158,000, leaving a balance 


of 





Mr. Wieeteswortn. To March 15% 

Mr. Buvens. March 15; yes. 

Mr. Taser. A balance of $52,000. You are running on the basis 
of how much? 
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Mr. Buvens. I might add we have held up certain procurements 
‘which we feel are vital, such as office equipment, machines, and things 
-of that nature, because of the shortage of funds. We now have a 
request of the Bureau of the Budget for an additional allocation 
from the President’s emergency fund to carry us through the balance 
-of March, a request of $526,000. 

Mr. Wiaeteswortn, About $230,000 a month ? 

Mr. Taser. You are running about how much now ? 

Mr. Bovens. We are running approximately, for personal services, 
around $300,000 a month, but I might point out that the personnel, 
of course, is increasing due to the fact that we are a new organization, 
stafling to meet requirements. 

Mr. Taser. You have a pretty big set-up in pay here, a lot of high- 
priced people. I do not know anything about whether you need them 
or not. Why do you need so many on such a large scale? You have 
got some 75 at $10,000 or above on these green sheets at the end ¢ 

Mr, Wapsworru. We have estimated our requirements for these 
higher-priced jobs on the basis of the kind of work the people will 
be expected to do, and balanced very largely through surveys of the 
types of wages and salaries that are being paid in the ODM and the 
ESA and the other defense emergency agencies. We are in direct 
competition, as Governor Caldwell indicated, with all these other 
agencies, and we believe that our estimates and the requirements for 
each of these grades is just about in line with the actual experience 
of Mr. Wilson’s, Mr. Hasciein's. and Mr. Johnston’s agency. We 
could give you further details. We have with us Mr. William Gill, 
Assistant Administrator, Management Office, and he can, if you re- 
quire it, give you a more general breakdown of the job classifications 
and descriptions if you would like to have it. 

Mr. Taser. I think we ought to know something about it. 

Mr. Wapsworru. I think before he starts I might point out that this 
differs from a lot of Federal agencies in that the rank and file of 
civil defense is in the State and local groups, and not in Federal 
employ. We are a specialist policy agency instead of an operating 
group. 

Mr. Girt. The Civil Defense Act which was approved in January 
of this year established 22 of these grades which you see in the green 
sheets, and we are now in the process of establishing the different par- 
ticular jobs at those grades. The proposed positions as you probably 
know, we will need to have established by the Civil Service Com- 
anission. 

The total employment for the central office of the Civil Defense 
Administration has from the outset been considered from the stand- 
point of maintaining a relatively small organization, considering the 
size of the responsibility that we have. We find that possibly 800 peo- 
ple for the central office are required. The surveys of the work of 
a specialized type will involve such things as people in the medical 
field, training in the educational field, and people from fire and police, 
and it is necessary that we obtain, considering the standards which 
Governor Caldwell has indicated, many people at these prices ranging 
from $14,000 down who are now in positions making two or three times 
that amount of money. 

Mr. Wiceieswortn. The green sheets would seem to indicate 24 
positions at $11,000 or more; and 47 positions between $10,000 or more. 
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Mr. Taser. In addition to the 24? 

Mr. Wiceeiesworru. Right. 

Mr. Wapsworrn. Two of those are statutory positions, the Ad- 
ministrator and the deputy, which brings it back to the 22 which was 
allowed in the act. 

Mr. Grit. The remaining grade 15 positions which the gentleman 
referred to are the minimum number of grade 15 positions with which 
we feel we can operate. 

Mr. Wiecteswortn. I wish you would furnish for the record an 
itemized statement of services and commodities involved in this $128,- 
000,000 operation, and in one column show the over-all cost to the 
Government, and in the second column the reimbursements through 
matching, if any, that is anticipated. 

(The information requested follows :) 




















| 
pone bina | Cost to State 
ment government 

Fire engine equipment _-___-__-- tet OT ace dégetoctaiesbeas $6, 840, 000 $6, 840, 000 
I 5055 Sis cc diecpinke nn Gnnllsses necae tends skbue nentedabies 2, 683, 000 2, 683, 000 
IE catancididenineietasacichcewecs eine ‘ pinhipaains 0 deb oceans acl 90, 000 90, 000 
Emergency pipe fittings SESE RATER IEC TAR at CRS = OY tema ¥ NSS 10, 000, 000 2 SE Mee See 
Water treatment equipment_______._...-.-- ‘ PS FES 5 OE et Cc . } See 
Emergency ambulance sets_-_-_.-.....-...-..--- plc aubewesdceaeee is bp ae 
SS EE IE TEE OT I POSES TOE 500, 000 500, 000 
Alert and communications equipment__-.__.............__-- 5, 626, 000 5, 626, 000 
a SI eh che ntcinmnb db dommbielidccenbachspedos 1, 668, 700 }|_...__- (aa 
Ne NR Tn bk ce amnnaenteecanvaneniontd 3, 850, 000 3, 850, 000 
Medical and surgical supply (including freight charge) APO PARED TIT 34, 000, 000 j.......-.-.----- 
RI ena sn cet daudpiveieanwonhpduens an Gdasatinnae de 3,015,000 }.....--.....-. o 
Rr i a della Le Sa iTS Se TE ie E Aielceh PR bee Se 
Aid and treatment—nerve gas. POPNCES Se EULA Ae RES be ares Cae eee 1, 830, 000 |. 23 
Tmaprovieed oameuns Oqtiineemt....... . .. . n-ne one nc nen eon cenecnncce 3, 750, 000 }...----.-.------ 
Vaccines, transfusion equipment, blood plasma, ete. (including fre ight 

ID iehict poder inin odcerckakianlnen dblbdtiennnngeidigicnae ths penninkacdy 27, 097, 300 10, 000, 000 
Emergency shelter and feeding stores. __._...._.....-..--.-.- 15, 426, 000 Linke 
Operating costs—attack warning systems_-_...................---.-_.-. | Ny UI ee 
Operating costs—communications division \ Jeers) a 
nr eI ne acca du ccecckacucbbocucecdsiwese R 2, 058, 000 |__ m 
en Ns he, ic naivugmctesewinnnwomusecinmi asin 27,000. } 222-222-2525... 
Staff college and training schools operating pee AR ST x | 767, 000 }..-¢...-5.6-.-.. 
ee SS EEE ERG Me eae 2 eee 3, 875, 000 |.....-..-------. 
IO Ls nbn Sriepeaidled ‘on seal 1, 515, 000 oo 

ON pet, AEE, BA SESE PPE ae eee Ce ae plete ----| 128,000, 000 | 29, 589, 000 





Mr. Davis. In regard to this subject of personnel, am I correct in 
supposing that what you refer to as the field offices here would be 
what we have referred to as the 13 regional offices in other agencies? 

Mr. Wapsworri. That is correct. We are planning at this point 
on 13. We may combine one or two, but the offices that we are talkin 
about are small offices and have not attained the status of a regiona 
office. There will be a regional director at each of the offices that 
we finally come out with. 

Mr. WiceLeswortH. Does that mean you are going to have 661 peo- 
ple in the 13 or less? 

Mr. Wapsworru. No; that also includes people in other spots, such 
as training schools, warehouses, and so forth. 

Mr. Ranpav. And in the air-defense control centers. 

Mr. Wiceieswortu. How many people would there be at a regional 
office ? 

Mr. Wapswortu. I would say there would probably never be more 
than 100 even at the largest regional office. 

Mr. Wiccieswortu. That is a lot of people. 
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Mr. Wapswortn. The field offices now only have an authorized per- 
sonnel of 10 people each. As they gather momentum, I would say 
the average would run anywhere from 50 to 60 at the outside. 

Mr. Wiccieswortn. I wonder if you could insert in the record a 
statement giving us the administrative breakdown as well as the 
allocation of the 1,461 people, by divisions such as you contemplate? 

Mr. Wapswortnu. Yes. 

(The information requested follows :) 


Projected field employment as of June 30, 1951 
Activity : Positions 


Nee ee nee am asks ck Uncmepdis se nein eae ann cee vb a 107 
Training and education: 

En EN Scab lta Aitly cide tans PERI RTE eS 10 
Washington Technical Training Center__.___----------_----- 18 
COR CI ices ees eerie rinme diopters 2 
Administrative services for staff college and training centers___ 30 
Transient training teams______--_~ NIM E h ER Aer tne SE a ee 

—— 128 

Bes eM PTA NID DU  a  h  e teeete 109 

Attack-warning and communications centers___--~-__----_------------ 99 
Operational services (includes reserve supply, and field supervision for 

fire, engineering, warden, police, and rescue services) —~----------__-~- 218 

Total field employment___--.___---_--___-_ 2 RE OSs ES tees 661 


SHELTERS 


Mr. Taper. On this $250,000,000—that is, the second item—you 
really do not know what you want to do with that ? 

Mr. Wapsworrn. That is correct; we do not. 

Mr. Taser. There is hardly any reason to begin your operation on 
that; is there? 

Mr. Wapsworrn. Yes; there will be some commitments made in 
this field before July 1. 

Mr. Taser. Unless we have some idea what you are going to do, it 
would seem to me as if it were quite peculiar for us to allow. anything 
of that character. I have never known that to be approached in that 
way. 

Mr. Wapsworru. You mean available until expended ? 

Mr. Taper. Yes; and putting it in there that way until we know 
what is going to be done, and until we have some idea that it is going 
to be done? 

Mr. Wapsworru. I think I could answer that in two ways: In the 
first place, we know that in the act that we are to match funds 50 per- 
cent for shelters. We felt we had to make a start in order to provide 
some inducement to the States to come in with some shelter plans. 

We realize and we believe very strongly that this is going to be no- 
where near the total program, or even 50 percent of it. 

Then, secondly, we have made an estimate as to the per capita cost 
of providing shelter in all these different ways. We also have a fairly 
educated guess as to the number of people who will need shelter. _— 
is the basis on which the or iginal $2,125,000,000 was made. That w 
not made on the basis of planning only new shelters. Therefore, it is 
very important for us to get started on the shelter program for those 
two reasons. 
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We have a pretty good idea what this is going to cost; and, unless 
we start off with something, the States cannot come up with their part 
of the matching funds to start their program along. 

Mr. Taser. Is there anything here which indicates what the State 
program would be, what part the State program would be? 

Mr. WapswortH. The State program would be on a mathematical- 
formula basis, as found in the act. 

Mr. Taper. Yes. 

Mr. Wapswortn. And, whatever you appropriate to these funds 
for allocation, not all of the States will take advantage of it. Several 
of the States have already appropriated funds, and others have 
refused. 

Mr. Wiceteswortu. How many shelters does this estimate provide ; 
how many people are they supposed to take care of, and what type 
of material is going to be used in the construction ¢ 

Mr. Wapswortnu. That is the kind of thing we cannot tell. This 
is just the beginning to get started. 

Mr. WiccLeswortH. Well, you said you had an “educated guess”? 

Mr. Wapsworrn. Yes; we have. 

Mr. Wigcteswortu. I wanted to see what kind of “educated guess” 
you have ? 

Mr. Wapswortn. The educated guess comes from (1) the cost of 
shelters, which will vary; (2) the estimate of our engineers as to cost 
per capita, how many square feet per person per shelter. For a 
brand-new shingle-type shelter which would hold not too many peo- 
ple, probably for less than $100 per capita. It might average out, 
in the modification of existing structures. According to the architects, 
it will be just as expensive as building the new shelters. They would 
be much more accessible, and we believe be more feasible. They gen- 
erally average $150 per person, which is not far off on the cost of 
providing shelter facilities. 

Mr. WiccLeswortH. You contemplate $500,000,000 over-all expen- 
diture ? 

Mr. Wapswortn. This initial start would be $500,000,000, which 
would be for a small number of people. 

Mr. WiaGteswortu. What is the program? You contemplate shel- 
ters for 150,000,000 people before you get through ? 

Mr. Wapswortn. No. We do have a pretty good estimate. May 
I go off the record to give you the figures as to the numbers? 

(Off-record discussion. ) 

Mr. Wiccieswortn. How good surveys have you made? 

Mr. WapsworrnH. Surveys which will give us the best information— 
this is No. 2? 

Mr. WiceteswortH. You said the figures would take care of so 
many ? 

Mr. Wapswortu. That is still just an estimate. We will have much 
closer figures after we get through this research program that we 
have just been talking about. 

Mr. Wiccteswortn. How long will that take? 

Mr. Wapsworrn. That will be done by individual cities with some 
Federal aid, and under specifications and guide lines furnished by us. 
We do not think it will take more than 3 weeks for each city to com- 
plete its own survey. 
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SUPPLIES, MATERIALS, AND EQUIPMENT 


Mr. Taser. In this $25,000,000: Do you really know what you want 
that for? You have it in two or three places here. You have it broken 
down between supplies, materials, and equipment. Is that a sort of 
revolving fund? 

Mr. Wapsworrtu. That is correct. 

Mr. Taser. Why do you need that? 

Mr. Wapsworru. It is largely to allow this program to start. 

Mr. Taper. Do you have to have $128,000,000 to have it started ? 

Mr. Wapswortu. No. Some of the States are just finishing their 

sessions and will not have funds available at the beginning of the fiscal 
year. So, many of them will not be prepared to submit their plans 
to us at this time, and what we want, of course, is some way in which 
we can allow them to put their matching funds in on the delivery date 
‘ather than before the order can be placed. In order to get started 
on this thing, we feel this is by far the most sensible way to do it; 
also, it provides for more standardization of supplies and equipment, 
and we can have some control over the specifications, more control 
over specifications, and audits. It is not anything extra from the 
Treasury. It is just a revolving fund which will be reimbursed. 

Mr. Taser. Do you have any questions on that ¢ 

Mr. WiceLeswortn. No. 

Mr. Taser. Mr. Davis? 

Mr. Davis. No. 

Mr. Cannon. Thank you, Mr. Wadsworth. 

Mr. Wavswortu. Thank you, Mr. Chairman. 


APPROVAL OF ACCELERATED TAX AMORTIZATION CERTIFICATES AND LOANS 


Mr. Wuirren. Mr. Chairman, earlier in the hearings I asked how 
the defense agencies would be able to prevent business firms from 
using the quick tax amortization and loans to do what they intended 
todo anyway. Since that time my attention has been called to two cer- 
tificates issued for rayon expansion. I would like to insert in the 
record some facts surrounding this industry together with some sug- 
gestions as to how this risk could be held down. Pending now are 
1014 billions of requests. This statement comes from the cotton in- 
dustry, but it seems to me to be fair and worthy of consideration. 

(The matter referred to is as follows:) 


TAX-FINANCED SYNTHETIC FIBER PLANTS 


Certificates of necessity have been granted two companies for the construction 
of high-tenacity rayon plants with a total capacity of 39,000,000 pounds per 
year. A certificate of necessity has been granted also for a fiberglass factory. 

Applications for the certificates are processed and recommendations are made 
by the National Production Authority, and final action is taken by the Defense 
Production Administration. These agencies have a policy of secrecy regarding 
pending applications, and they release extremely little information regarding 
applications actually approved. 

It is believed, however, that applications are now pending for certificates 
authorizing very large further expansions in the plant capacity of various syn- 
thetic fibers. 

Certificates of necessity may be sought for one or more of the following three 
forms of aid in building a new plant: 

(1) Loans provided for in the Defense Production Act. 
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(2) Priorities on scarce materials as provided in the Defense Production Act. 

(3) Rapid depreciation allowances for tax purposes as provided under the 
Revenue Act of 1950. 

Under the third form of aid, a company may charge off all or a part of the 
cost of a new facility within a period of 5 years. Since high emergency income- 
tax rates are anticipated from some such period, this tax benefit amounts in 
effect to an outright gift from the Government of most of the cost of the new 
facility. Of the two rayon applications recently approved, it was announced 
that one provided this tax benefit on $9,379,549 of the plant value. No such 
information was given for the other plant, but it is probable that the tax benefit 
figures prominently in this and in all the pending cases. 

It was through this device that the Government largely gave to the rayon 
industry in World War II a high-tenacity yarn capacity of some 200,000,000 
pounds. The Truman investigating committee thoroughly condemned this action 
on grounds of (1) the inadequacy of the scientific tests purportedly favoring 
rayon, (2) the utter failure to make any case for an expansion on the scale indi- 
‘ated, and (38) the domination of the administrative decisions by men with a 
background of bias toward rayon against cotton. The actual experience has 
been as follows: (1) The plants were built with critical materials and labor 
while the emergency was in progress, (2) the plants did not get into operation 
in time to be more than limited use in the war effort, (3) at the end of the war 
the plants stood ready as a huge new Government-subsidized competitor of the 
cotton farmer for his tire-cord market, (4) the plants have all operated at full 
sapacity from that time to the present day. 

If applications for certificates of necessity are to be judged on their merits in 
the broad public interest, the following two fundamental questions are involved: 

(1) Is the proposed new facility necessary in the interest of national security 
during the emergency? 

This question alone should be paramount in dealing with applications for the 
first two types of aid; namely, loans and priorities. 

(2) Is the facility planned primarily because of the emergency and without a 
reasonable expectation of continued profitable operation after the emergency? 

If the third type of aid, namely, tax amortization, is to be granted, it should be 
necessary to give affirmative answers to both the first question and the second. 
lf a firm has a clear profit incentive to build a plant, and if the circumstances 
indicate that it anticipates a continuing market for the product of the plant after 
the emergency is over, it is inexcusable for the Government to pay the cost of 
construction by exempting the firm from the payment of much-needed Federal 
taxes, 

Let us consider the recent high-tenacity rayon cases in the light of these two 
questions. 

I. Emergency need.—High-tenacity rayon yarn is used predominantly in tire 
cord. The need will be considered (1) in terms of those tire-cord markets in 
which rayon may have some real claim of superior quality, and (2) in terms 
of the total market for rayon and cotton tire cord. 

(1) Last quarter the rayon industry was producing high-tenacity yarn at the 
annual rate of 333,000,000 pounds. During the peak period of tire manufacture 
in World War II, all cord consumption in those tires where rayon may claim a 
significant quality advantage (large, extra large, and airplane tires) was at 
the annual rate of only 116,000,000 pounds. In the whole “heavy duty” tire 
field, including even the smallest truck tires, all cord consumption was at the 
annual rate of only 275,000,000 pounds. In much of this field and in the whole 
passenger tire field, cotton is equal or superior to rayon in tire cord quality. 
Thus it is clear that no rayon expansion can be defended on grounds of its 
peculiar suitability for tire cord. 

(2) In rayon and cotton tires combined, last quarter’s production was at the 
annual rate of 567,000,000 pounds. This was 102,000,000 above the highest year’s 
production of World War II, and it was very close to the record annual produc- 
tion of 581,000,000 pounds reached in 1947, when the backlog of war-created 
shortages was being filled. If the need for expansion beyond the current capacity 
is great enough to justify emergency measures, the NPA should be able to answer 
the following questions: 

Is it clear that an urgent need really exists for a tire-cord expansion beyond 
the huge present capacity in spite of the fact that (a) we face a cut-back in 
automobile production, (%) no signs of a commensurate tire-plant expansion are 
apparent, and (c) the supply of synthetic rubber for tires made from critically 
scarce chemicals is certainly limited? 
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If an expansion is really needed, has NPA thoroughly explored the possibility 
of restoring some of the recent reduction in cotton tire cord production? Last 
year’s cotton cord production was 130,000,000 pounds below that of 1947. 

Has NPA been as sympathetic toward proposed expansions of cotton-processing 
capacity as of rayon capacity? 

Has NPA fully ‘considered the critical shortages already existing in sulfuric 
acid, cellulose, and other raw materials consumed in great quantity in viscose 
rayon production? 

Has due weight been given to the discouraging effect of this action upon the 
cotton farmer, who is being urged by the Government to take the enormous risks 
of trying to increase his production by 6,000,000 bales within one season? 

Thus it is doubtful whether a sound case can be made as to the emergency 
need for these facilities. This question, however, may be highly involved and 
complicated. No one can oppose the granting of priorities for a plant if a 
genuine emergency need can be proven. 

To justify tax amortization, however, the second question must also be 
answered: 

II. Postemergency use—The record of domestic rayon expansion, in high- 
tenacity yarn and in fiber of all types, is given below in millions of pounds: 


CE —__—_—_—— 
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This clear picture of steady growth is the strongest possible proof that the 
rayon industry does not have to have a tax subsidy as an inducement to expand. 
If it lacks confidence in its postemergency markets, why has it been adding 
capacity so rapidly right up to the present time? 

Actually it is common knowledge that various rayon companies have had 
specific plans all along to add further plants in 1951 and 1952. The January 
1951 issue of Rayon Oraganon carries the following statement:‘* * * * the 
domestic rayon industry’s producing capacity increased from 1,196,000,000 pounds 
annual rate, in November 1949 to 1,306,000,000 as of last November. By the 
middle of 1951, this capacity is expected to increase to 1,383,000,000 pounds and, 
by the fall of 1952, to 1,520,000,000 pounds.” 

The record of the high-tenacity division is especially instructive. On pure 
Government largesse it expanded rapidly during the World War II years. With 
the war's end, however, there mas no let-up. The industry not only continued 
every bit of the war-built capacity in full-scale operation but proceeded to build 
additional capacity in every single year of the postwar period. Not even in the 
textile recession of 1949 did the high-tenacity division slow down. It has con- 
tinued expanding right up to the last quarter of the last year, when it reached 
the all-time record annual rate of 333,000,000 pounds. It has been invading 
evermore deeply the passenger-tire market held by cotton and undoubtedly has 
had its eve on other industrial uses of cotton. To say now that it is suddenly 
afraid to expand further without a tax subsidy is obviously absurd. The ob- 
vious truth is that the industry is simply accepting a thoroughly unjustified 
Government hand-out in the name of the emergency. 

How can this kind of thing be stopped? The tax-amortization clause can and 
should serve a useful purpose in the mobilization effort. Some companies are 
being asked to build plants for which they really have no foreseeable post-emer- 
gency markets. They deserve some protection. Certainly there are many bor- 
der-line cases in which no one can predict the future economic usefulness of a 
plant with any confidence. How can the Congress make tax amortization do its 
job without opening the flood gates to widespread abuse and to the unnecessary 
loss of Federal revenue? 

It is proposed that this can be done by introducing a recapture provision in the 
revenue act. Let it be provided that if a plant which is built under the 5-year 
amortization privilege actually continues in operation beyond the 5 years, the 
Government will recover in equitable fashion the tax exemption which has been 
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granted on the theory that operation would be for 5 years only, Take, for 
example, a $20,000,000 plant which would normally be depreciated over 20 years 
but is allowed to be fully depreciated in 5 years. Assume that the average 
corporate income tax in effect during the 5 years is 77 percent and during the 
sixth year is 45 percent. If this plan continues in operation during the sixth year, 
the Government would recover an amount equal to the difference between the 
two tax rates, or 32 percent, applied against the normal rate of depreciation, or 
$1,090,000. Thus the Government would recover $320,000 during the sixth year. 
It would continue to make similar recoveries during each additional year that 
the plant is operated throughout the normal depreciation period of 20 years. 

This provision would not reduce in the least the protection that a company 
may actually need against the risk that an emergency-built plant will be useless: 
when the emergency is over. It would only test the genuineness of that risk. 
It would only operate where actual experience proved the risk to be unreal, 
It would only separate the sheep from the goats. 

If an applicant claimed that tax amortization under this plan was not enough 
inducement to make him build a needed plant, he would be admitting that he 
wanted more than protection against the risk involved. He would be admitting 
that safety and a good profit incentive were not enough for him—that he was 
going to stall the defense effort unless the Government went further and gave 
him a clear-cut bribe to build the plant. He would be using his freedom to 
refuse cooperation as a means of extorting a hand-out from the Federal Treas- 
ury. It is to be seriously doubted whether any industrial leaders would take 
any such position; but if they did, they should be exposed to public condemna- 
tion. If the Congress should remove this temptation entirely by the proposed 
amendment to the revenue act, the efficiency of the mobilization effort would 
not be impaired in the least and some serious injustice and wastefulness would 
be removed. 
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